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A  WORD  FROM  ALBERTA  EDUCATION 

Most  people,  including  teachers,  have  a  very 
limited  background  in  the  discipline  of  economics,  but 
nevertheless  realize  its  critical  importance  in  today's 
world.   With  this  in  mind,  the  Social  Studies  Curriculum 
Coordinating  Committee  was  extremely  pleased,  in  Spring 
1979,  to  accept  a  proposal  for  a  joint  project,  with  the 
Alberta  Foundation  for  Economic  Education,  to  demonstrate 
how  economic  concepts  can  be  incorporated  into  the  teach- 
ing of  prescribed  social  studies  topics. 

Under  the  project,  materials  were  prepared  for 
each  grade,  1  -  12  ,  to  demonstrate  how  concepts  from 
economics  can  be  used  to  accomplish  social  studies  objec- 
tives and  to  provide  students  with  a  deeper  understanding 
of  an  important  part  of  their  world.    The  instructional 
materials  that  follow  represent  the  Division  Four  component 
of  this  joint  undertaking. 

Alberta  Education  is  indebted  to  the  Alberta 
Foundation  for  Economic  1-^ducation,  and  to  those  persons 
who  developed,  piloted  and  revised  these  materials.    I h  e 
project  represents  a  unique  apjironch  to  curriculum  develop- 
ment  in  that  it  has  involved  the  e  d  ui- a  L  i  on  a  1  ,  academic, 
business  and  labour  communities  working  I o  g  e  t  i  i  e  r  for  a 
common  purpose.    I  am  sure  tliat  yoii  wi  I  I   find  the  product 
of  t  li  e  i  r  collaborative  efforts  to  be  miKs  t  useful  in  your 
planning  and  instruction. 


I'  .  A  .  (!  r  o  w  t  I)  e  r 

Associate  Director  of  Curriculum 

Social   St  ud  i  es 


HOW  THIS  HANDBOOK  CAME  ABOUT 

The  Alberta  Foundation  for  Economic  Education  (AFEE)  is  a 
non-profit  organization  chartered  under  the  Societies  Act 
of  Alberta  in  June  1978.   Membership  is  open  to  any  person 
concerned  with  the  economic  literacy  of  Albertans,  and 
particularly  in  improving  economic  understanding  among 
students.   In  this  way,  coming  generations  of  citizens 
should  be  better  informed  in  their  own  personal  decision- 
making, in  evaluating  the  choices  each  must  face  as  producers, 
consumers,  and  citizens  in  a  democratic  society. 

AFEE  is  a  non-partisan  organization.   The  composition  of  the 
AFEE  Board  of  Directors  reflects  this,  being  made  up  of 
representatives  from  business,  labour,  agriculture  and 
education.   Specifically,  members  of  the  AFEE  Board  of 
Directors  include  representatives  of  the  Alberta  Chamber 
of  Commerce,  the  Alberta  Federation  of  Labour,  UNIFARM,  The 
Alberta  Teachers  Association,  and  elementary,  secondary,  and 
post- secondary  education. 

These  directors  believe  that  economic  education  has  a  number 
of  dimensions.   These  are:  assisting  the  individual  to 
think  logically;  distinguishing  issues  of  fact  from  issues 
of  value;  seeing  the  many  sidedness  of  economic  and  social 
problems  and  that  solutions  are  usually  limited  and 
imperfect;  recognizing  economic  and  non-economic  factors  and 
being  aware  of  the  tensions  between  them. 

In  the  Spring  of  1979  AFEE,  with  funding  through  the  Edmonton 
Chamber  of  Commerce,  and  the  Curriculum  Branch  undertook  a 
co-operative  shared  cost  study  to  identify  the  extent  to 
which  the  projected  new  social  studies  curriculum  that 
became  operative  in  1981  contained  opportunities  for  students 
to  acquire  an  understanding  of  a  number  of  important  concepts 


11 


essential  for  economic  literacy.   This  evaluation,  by 
three  Calgary  teachers,  took  place  in  the  summer  of  1979. 
A  short  handbook  was  produced  by  the  authors  containing  an 
illustrative  set  of  classroom  activities  that  might  be  used 
by  teachers  in  developing  student  understanding  of  some  of 
these  concepts.   This  handbook  was  piloted  in  twenty-four 
classrooms  in  the  late  winter  of  1981.   Based  on  expert 
teacher  feedback  from  that  pilot,  AFEE  and  Alberta  Education 
agreed  that  it  would  meet  an  identifiable  need  if  the 
handbook  was  greatly  expanded  in  activity  content  and  fully 
integrated  at  all  grade  levels  with  the  social  studies 
curriculum.   AFEE  requested  financial  support  for  this  from 
the  Alberta  business  community,  working  through  the  Calgary 
and  Edmonton  Chambers  of  Commerce,  and  they  generously 
responded. 

A  team  of  Calgary  teachers  undertook  development  of  the 
expanded  handbook  in  the  summer  of  1980,  and  early  in 
winter,  1981,  the  manuscript  was  read  critically  by  four 
permanent  academic  staff  members  of  the  Department  of 
Economics  at  the  University  of  Alberta.   The  manuscript, 
together  with  their  critical  comments,  was  then  piloted 
in  twenty-four  classrooms  (two  at  each  grade  level)  in 
schools  throughout  the  province.   Pilot  testing  was 
encouraging.   Pilot  feedback  and  the  substantive  comments 
of  our  economist  readers  were  taken  by  the  development 
team  in  the  summer  of  1981  and  used  in  reworking  the 
draft  into  final  form. 


Edward  J.  Chambers 
President,  AFEE 


2  September  1981 
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PREFACE 


Economics  is  the  study  of  how  man  attempts  to  satisfy  his 
needs  and  wants  in  a  condition  of  scarcity.   Because  of 
scarcity,  choices  must  be  made  about  what  to  produce,  how  to 
combine  resources  in  production,  and  how  to  share  the 
products.   Every  society  must  contain  some  means  -  markets, 
traditions,  judges,  or  whatever  -  for  making  these  decisions. 
The  decisions  that  are  made  may  be  more  or  less  efficient, 
just  or  wise,  but  they  are  made. 

The  Alberta  social  studies  program  draws  on  content  from 
"history,  geography  and  the  social  sciences  to  help  students 
inquire  into  relevant  social  issues  affecting  the  political, 
economic  and  sociocultural  life  of  the  local  community,  the 
province,  the  nation  and  the  world". 

Many  of  the  social  issues  in  the  1981  Alberta  Social  Studies 
Curriculum  involve  economic  decisions.   For  example,  at  the 
Grade  One  level  students  deal  with  the  issue  "How  would  work 
be  shared  if  the  family  believed  strongly  in  allowing  for 
individual  differences?"^^   At  the  Grade  Eleven  level,  a 
central  issue  examined  is  "Should  there  be  a  global  system 
to  control  the  production  and  distribution  of  food?" . 

This  handbook  for  teachers  will  assist  in  the  examination  of 
these  economic  issues  by  providing  suggestions  for  student 
activity  involving  students  in  the  inquiry  process  into 
economic  decision-making. 

There  is  a  handbook  for  each  school  division  encompassing 
grades  1  -  12.   Within  each  is  a  common  introduction, 
description  of  economics,  glossary  of  economic  concepts  and 
terms  and  bibliography.   Please  refer  to  the  "Format  for 
Instruction  Activity"  following  this  introduction. 
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Although  concepts  are  developed  sequentially,  repetition  of 
sone  concepts  in  various  grades  is  possible.   Any  developed 
concept  within  the  context  of  a  particular  activity  however, 
is  tied  directly  to  that  activity  and  topic.   Reinforcement 
is  an  important  part  of  eocnoraic  development  and  under- 
standing. 

NOTE:   Handbooks  for  other  grade  divisions  are  available  upon 
request.   It  is  strongly  recommended  that  activities 
are  used  only  at  the  grade  level  for  which  they  are 
intended. 

We  trust  that  usefulness,  stilulation  and  economic  objectivity 
will  be  the  trademark  of  this  handbook. 


Ron  Jeffery 

Vice-President 

Alberta  Foundation  for  Economic  Education 

July,  1981 
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FORMAT  OF  INSTRUCTIONAL  ACTIVITY 


The  activity  format  for  this  handbook  will  follow  the  outline 
below : 


Title 
Recommended  Use 

Focus  Question 

Time  Required 

Concept(s) 

Related  Concepts 


Instructional 
Objectives 


Rationale 


Materials 
Procedures 

Evaluation 


Activity  identification 

Grade  and  topic  or  ability  level  for 
which  the  activity  is  intended 

Specific  relationship  to  economic 
concept  being  developed 

Number  of  class  periods  to  complete 
activity 

The  concept(s)  that  serve  as  the  main 
theme  for  the  activity 

Other  economic  concepts  specifically 
dealt  with  in  the  activity 

Each  objective  should  specify  the  parti- 
cular learning  (knowledge  or  skill)  the 
student  is  expected  to  demonstrate 

A  brief  statement  explaining  the  signi- 
ficance of  the  activity.   The  statement 
may  focus  on  what  students  should  know, 
be  aware  of  or  be  about  to  do.   Or,  it 
may  focus  on  the  importance  of  the 
instructional  approach  being  used  (e.g. 
use  of  gaming/simulation  for  motiva- 
tional purposes  or  for  purpose  of  having 
students  apply  certain  skills,  knowledge 
etc .  ) 


All  materials  needed  for  the  activity 

-   Instructions  for  teacher/student  on  how 
to  carry  out  the  activity 

Description  of  strategies,  testing 
instruments,  or  other  materials  to  be 
used  for  assessing  student  learning 


Follow-up 


Further  activities  and  teaching 
suggestions  that  evolve  from  primary 
activities 


Cross-reference 


Reference  to  other  areas  of  the  curri- 
culum where  the  concepts  identified 
could  be  taught 


Bibliography- 


Adapted  from  June  V.  Gilliard/ Joint 
Council . 
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NOTES  TO  TEACHER 
DIVISION  FOUR 

Grade  Ten:      Activity  One  -  "Interregional  Trade"  is  a  set 

of  two  exercises  which  will  introduce  the 
concept  comparative  advantage.   One  of 
Canada's  greatest  problems  has  been,  and  still 
is,  centered  around  specialization  versus 
regional  self-sufficiency.   These  exercises 
introduce  and  explain  a  factor  of  specializa- 
tion:  comparative  advantage.   This  factor  is 
intended  for  use  in  Topic  B:   Canadian  Unity, 
but  it  also  could  be  included  in  Topic  C: 
Canada  and  the  World.   It  might  be 
advantageous  to  introduce  location  theory  with 
these  exercises. 

Activity  Two  -  "International  Trade"  Why  do 
Canadians  spend  a  considerable  part  of  their 
income  on  goods  and  services  imported  from 
abroad?   Japanese  automobiles  and  electronic 
equipment,  German  wines  and  chocolate, 
American  oranges  and  computers ,  Jamaican 
bauxite,  Mexican  oil  and  winter  vacations  and 
South  Korean  shirts  -  these  are  but  a  few  of 
the  items  on  which  we  spend  money  abroad. 
Conversely,  why  is  it  that  Canadians  sell  so 
many  goods  and  services  abroad  -  wheat, 
natural  gas,  uranium,  potash,  banking  and 
petroleum  expertise?   Or,  why  is  it  that 
people  outside  of  Canada  are  willing  to  buy 
from  us? 
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Canadians  benefit  from  international  trade  by 
enjoying  a  higher  standard  of  living  than  we 
would  without  trade  and  by  availing  ourselves 
of  goods  and  services  that  introduce  more 
variety  into  our  lives.   Many  products,  such 
as  oranges  and  grapes,  are  almost  unobtainable 
in  Canada.   Thus,  other  countries  have  an 
absolute  advantage  in  supplying  these  products 
to  Canada.   By  the  same  token,  Canada  has  an 
absolute  advantage  in  terms  of  most  fur  pelts 
and  wood  products.   Thus,  we  Canadians  may 
wish  to  put  our  resources  and  energies  into 
goods  that  we  can  produce  more  cheaply  and 
trade  for  what  we  don't  produce  cheaply,  and 
to  our  trading  advantage.   Other  factors,  such 
as  foreign  exchange  rates,  transportation 
costs,  specialization  trends  and  psychological 
desires,  can  be  added  to  the  reasons  for 
international  trade. 

This  activity  should  be  used  in  conjunction 
with  the  Grade  10  Topic  Canada  and  the  World. 
Students  will  be  asked  to  investigate  the 
benefits  of  international  trade,  understand 
the  interdependence  of  Canada  with  other 
countries,  and  comprehend  the  difference 
between  the  terms  balance  of  trade  and  balance 
of  payments.   It  is  suggested  that  students  be 
encouraged  to  attempt  the  follow-  up 
activities  so  that  this  small  activity  might 
be  expanded. 

1.    Maurice  Archer.   Introduction  to 


Economics:   A  Canadian  Analysis. 
Toronto:   Macraillan,  1978,  p.  507. 
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Grade  Eleven:   Activity  One  -  The  Limits  to  Growth*   The 

urgent  dilemma  of  "to  grow  or  not  to  grow"  is 
at  the  heart  of  this  investigation.   The 
phenomenon  of  economic  growth,  normally  taken 
for  granted  in  the  evolution  of  the  free- 
enterprise,  market  system,  has  recently  been 
challenged.   The  primary  concern  regarding 
economic  growth  is  the  impact  of  expanding 
industrialization  on  the  environment  and  the 
resource  base,  within  the  context  of  a  finite 
life  support  sytera  on  "Spaceship  Earth".   This 
issue  is  central  to  the  discipline  of 
economics  (scarcity)  and  is  the  primary 
concern  of  Topic  B,  which  deals  with 
disparities  within  a  world  of  growing 
population,  environmental  deterioration,  and 
depletable  resources.   The  essential  skills  of 
interpretation,  analysis  and  synthesis  in 
terms  of  arriving  at  one's  own  position,  are 
all  brought  into  play  in  this  activity. 

It  must  be  emphasized  that  this  activity  is 
intended  to  be  used  in  the  context  of  Topic  B, 
and  really  does  not  stand  well  in  isolation. 
It  is  assumed  that  the  student  will  have  a 
minimae  background  in  the  primary  arguments 
and  concepts  of  the  publication.  The  Limits  to 
Growth ,  by  Meadows,  et  al .   To  insure  this 
situation,  these  references  are  suggested  for 
use  as  a  preliminary  step,  or  a  supplement  to 
Handout  11-1  as  used  in  this  activity: 

1.    World  Dynamics  by  Jay  Forrester  (book) 
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2.  "The  Worst  is  Yet  to  Be",  an  article 
appearing  in  Time  Magazine,  January  24, 
1972  (an  excerpt  of  the  same  article 
appears  in  the  primary  reference  for 
Topic  B,  World  Prospects ,  Molyneux  and 
Olson,  pp.  131-132). 

3.  The  film  or  video  tape.  The  Limits  to 
Growth  (based  on  the  book). 

An  interesting  alternative  for  any  schools 
with  access  to  computer  terminals  (preferably 
CRT's)  is  to  have  students  perform  their  own 
simulations  based  on  the  "World  Models" 
(Figures  I  and  II  in  this  activity)  available 
on  the  U.  of  A.  computer  (Edmonton).   Further 
information  on  this  is  available  from  Stephen 
D.  Lewis,  Department  of  Economics,  University 
of  Alberta,  Edmonton.   Also,  a  simulation 
based  on  The  Limits  to  Growth  involving 
student  computer  programming  and 
interpretation  is  available  from  Mr.  Jim 
Strain,  Mr.  Rod  Martens,  (social  studies 
teachers,  Calgary)  or  Mr.  Jim  Campbell 
(secondary  social  studies  coordinator  in 
Calgary) . 


Adapted  from  Master  Curriculum  for  the 
Nation's  Schools,  Part  II,  Strategies  for 
Teaching  Economics:   World  Studies 
(Secondary).   New  York:   Joint  Council  on 
Economic  Education,  1980. 
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Activity  Two  -  Foreign  Trade:   A  Simulation  is 
designed  to  help  students  learn  the  econornic 
concepts:   Foreign  Trade,  Protectionism  and 
Free  Trade  as  well  as  the  following  related 
concepts:   Tariffs,  Quotas,  Subsidies, 
Embargoes  and  Dumping.   This  simulation 
provides  a  useful  activity  for  Grade  eleven. 
Topic  B:   Distribution  and  Utilization  of 
Resources . 


adapted  from  Feldman,  Elayne  in  O'Neill, 
James,  Master  curriculum  Guide  for  the 
Nations  Schools,  Part  II,  Strategies  for 
Teaching  Economics,  World  Studies. 
(Secondary),  New  York,  Joint  Council  on 
Economic  Education,  1980. 


Grade  Twelve:   Activity  One  -  Comparative  Economic  Systems 

The  manner  in  which  people  and  societies 
organize  economic  life  to  find  answers  to  the 
basic  economic  problem  of  scarcity  is  called 
an  economic  system.   An  economic  system  can  be 
described  as  the  collection  of  institutions, 
laws,  activities,  controlling  values  and  human 
motivations  that  collectively  govern  economic 
decision-making. 

In  the  following  activity,  four  major  types  of 
economic  systems  are  identified.   The  first 
can  be  described  as  "developing  traditional": 
since  the  answers  to  the  questions  what?  how? 
and  for  whom?  are  largely  obtained  according 
to  what  was  done  in  the  past  (the  collective 
experiences  of  history).   The  second  is  the 
"command"  system  where  decisions  are  made 
largely  by  an  authority  (feudal  lord,  dictator 
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or  central  government  agency).   The  third  is 
the  "market"  economy  where  a  system  of  decen- 
tralized decision-making  allows  people  to 
register  their  desires  in  the  market  -  in 
varying  capacities  as  consumers,  producers, 
workers,  savers  and  investors.   A  fourth 
system,  the  "mixed"  economy,  applies  when  a 
society  embraces  more  than  one  of  the  other 
three  types  of  systems  to  help  in  the 
decision-making  (though  one  usually 
dominates) . 

This  activity  uses  economic  statistics  as  the 
avenue  for  students  to  form  generalizations 
about  economic  systems.   An  analytical  frame- 
work is  provided  for  such  a  purpose.   Students 
will  also  be  expected  to  make  comparisons 
between  nations  and  to  understand  how  they 
change  or  grow. 

As  part  of  the  introductory  activity  for  the 
Grade  12  unit  Political  and  Economic  Systems, 
this  exercise  is  recommended  use  to  its  scope, 
numerous  mini-activities,  and  the  selection  of 
follow-up  assignments  available. 

NOTE:    Teachers  should  be  careful  to  distin- 
guish between  levels  of  economic 
development  and  economic  philosophy 
(isms).   The  statistical  approach  used 
in  this  activity  will  assist  students 
in  recognizing  system  and  development 
differences.   The  characteristics  of 
each  must  be  classified,  however. 
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Activity  Two  -  Collective  Bargaining  in  Canada 
In  theory,  individuals  compete  freely  with  one 
another  in  offering  their  services  in  the 
labor  market.   At  the  same  time,  entrepreneurs 
compete  freely  with  one  another  in  offering 
their  products  in  the  market  place.   In 
practice,  however,  both  workers  and 
businessmen  have  joined  with  fellow  workers 
and  businessmen  into  large  unions  and 
corporations  in  order  to  maintain  or  improve 
their  respective  interests  in  the  market 
place. 

This  activity  will  help  students  become 
sensitive  to  the  respective  positions  of 
labor  (workers)  and  management  (businesses) 
when  the  interests  of  these  groups  are  being 
articulated  through  the  collective-bargaining 
process. 

It  should  be  noted  that  the  interests  of 
labor  and  management  are  not  necessarily 
diametrically  opposite.   The  goals  of 
improvement  of  the  human  condition  in  a 
complex  economic  system  at  all  levels  is  of 
interest  to  everyone  concerned. 

This  activity  should  help  students  see  the 
methods  in  legal  compromise  to  further  the 
interests  of  the  participants  toward  these 
goals. 

A  labor  union  may  be  defined  as  an  association 

of  workers  formed  with  the  basic  aim  of 

promoting  the  economic  and  social  welfare  of 

its  members  through  collective,  not 

individual,  bargaining  with  employers 

(management) . 

-  xviii  - 


Management  may  be  defined  as  the  people  in  a 
firm  or  other  organization  who  have  the 
authority  to  make  decisions  on  how  and  for 
what  purpose  the  business  will  operate. 

Few  days  pass  without  some  news  items  in  the 
Canadian  media  concerning  labor  unions  and 
businesses.   Union  matters  under  discussion 
include  legislation,  governments,  corpora- 
tions, social  conditions,  industrial 
accidents,  inflation,  unemployment,  health 
insurance,  economic  policies,  international 
trade,  wage  levels,  housing,  job  security,  and 
strikes.   Business  items  for  discussion 
include  control  of  ownership,  productivity, 
profit,  economic  development,  government 
intervention,  labor  relations,  etc. 

The  activity  that  has  been  created  for  you 
centers  around  the  notion  of  collective 
bargaining  and  more  specifically  with  labor/ 
management  relations.   Unions  and  management 
have  vital  and  dynamic  roles  to  play  in  the 
collective  bargaining  process  since  a 
collective  agreement  expresses  in  writing  the 
jointly-determined  rules  governing  the 
relationship  between  an  employer  and 
employees. 

It  is  recommended  that  this  collective- 
bargaining  simulation  be  used  to  complement 
Activity  4  of  the  Grade  12  Kanata  Kit  "Power 
and  Politics  in  Canada".   It  will  give 
students  an  opportunity  to  discover,  by 
example,  the  process  of  collective  bargaining 
so  that  they  may  come  to  their  own  conclusions 
regarding  the  effectiveness  of  such  a 

mechanism  for  Canadian  society. 
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GRADE        TEN 


ACTIVITY  1 


INTERREGIONAL  TRADE 


TITLE: 

RECOMMENDED 
GRADE  LEVEL: 

FOCUS  QUESTION: 

TIME  REQUIRED: 

MAJOR  CONCEPTS: 


10.1.1 

INTERREGIONAL  TRADE 

10  -  Participatory  Citizenship 
Topic  B:   Canadian  Unity 

What  is  comparative  advantage? 

One  or  two  class  periods  (60-120  minutes) 

Comparative  advantage,  Absolute  advantage, 
Interregional  trade 


RELATED  CONCEPTS:   Specialization,  Interdependence 
INSTRUCTIONAL  OBJECTIVES: 

1.  Discuss  the  motivation  for  trade  between  two  regions. 

2.  Explain  trade  between  two  regions  in  terms  of  the  law  of 
comparative  advantage. 

3.  Explain  the  importance  of  transportation  combined  with 
the  workings  of  comparative  advantage  to  the  industrial 
growth  of  Canada. 

RATIONALE: 


Region  A  can  be  more  efficient  in  the  production  of  all  goods 
(for  example,  food,  steel,  clothing  and  machinery)  than 
Region  B.   Region  A  is  then  said  to  have  an  absolute 
advantage  in  production.   But  if  each  region  specializes  in 
the  production  of  goods  in  which  it  has  a  comparative 
advantage  (greatest  relative  efficiency),  then  trade  will  be 
beneficial  or  profitable  to  both.   If  Region  A  is  relatively 
more  efficient  in  producing  clothing  and  machinery,  then  it 
follows  that  Region  B  can  be  considered  relatively  less 
inefficient  in  producing  food  and  steel.   Under  such 
conditions,  it  is  beneficial  for  the  two  regions  to  trade 
with  each  other. 


10.1.2 

Comparative  advantage   helps  explain  why  regions  (and 
countries)  engage  in  trade  by  using  their  existing  resources 
of  land,  labor,  and  capital  to  specialize  in  certain  kinds  of 
production.   Specialization  and  trade  results  in  better 
utilization  of  resources,  lower  costs  and  prices,  and 
interdependence  amoung  regions  and  nations.   For  students  to 
appreciate  the  impact  of  such  a  process  on  the  development 
and  growth  of  Canada,  they  need  a  thorough  understanding  of 
the  principle  of  comparative  advantage  and  its  implication. 

MATERIALS: 

One  copy  each  of  Handouts  1  and  2  for  every  student. 

*   See  terms  and  concepts  supplement  pg.  for  a 

description  of  Comparative  Advantage,  Absolute  Advantage 
and  Interregional  Trade. 

PROCEDURE: 

1.    Distribute  Handout  1.   Allow  sufficient  time  for 
reading;  then  have  students  discuss  the  following 
questions: 

(a)   How  many  hours  did  it  take  each  of  the  families  to 
produce  .027  tonnes  of  wheat  and  a  meter  of  cloth 
before  specialization? 


Adapted  from  "Interregional  Trade"*  published  in 
O'Neil,  James  B.  Strategies  for  Teaching  Ecomonics 
United  States  History  (Secondary)  New  York:   Joint 
Council  on  Economic  Education,  1980  pp.  43-47. 
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(b)  In  what  way  could  each  family  benefit  from 
specialization? 

(c)  What  is  the  result  of  choosing  specialization? 
Write  responses  on  the  chalkboard  or  overhead  as 
suggested  below. 

BEFORE  SPECIALIZATION 


Mackenzies ' 

Papineaus ' 

Time 

Output 
(tonnes ) 

Output 
(tonnes) 

Time 

8  hrs. 

.027 

.027 

12  hrs. 

9  hrs. 

1 

1 

10  hrs. 

17  hrs. 

.027 

.027 

22  hrs. 

1 

1 

NOTE:    The  Mackenzies  can  produce  both  wheat  and 
cloth  more  efficiently  than  the  Papineaus. 
This  means  that  the  Mackenzies  have  an 
absolute  advantage  in  the  production  of 
both  products.   But  when  matching  their 
respective  cost  of  producing  wheat  and 
cloth,  we  find  that  the  Mackenzies  are 
relatively  more  efficient  in  growing  wheat 
than  in  weaving  cloth.   In  other  words,  the 
Mackenzies  have  a  comparative  advantage  in 
the  production  of  wheat. 

AFTER  SPECIALIZATION 

Mackenzies  Papineaus 

16   hrs.  .054  tonnes  wheat 

- 2  meters  cloth         20  hrs. 

IG  hrs.  .054  tonnes  wheat      20  hrs. 

2  meters  cloth 


10.1.4 

One  .027  tonnes  of  wheat  and  one  meter  of  cloth 
become  available  to  each  at  a  lower  cost  in  terms 
of  hours  of  work  if  they  specialize  and  engage  in 
trade.   If  the  families  choose  to  work  as  many 
hours  as  they  did  before  specialization  they  will 
produce  more  wheat  and  cloth.   In  choosing  to 
specialize,  the  families  become  less  self- 
sufficient  (more  interdependent). 


Mackenzies  Papineaus 
17  hrs.   .057  tonnes  wheat 

- -               2.2.  meters  cloth     22  hrs. 

17  hrs.  22  hrs. 

EVALUATION: 

1 .    Ask  students  to  use  their  textbooks  or  other  sources  to 
find  an  example  of  interregional  trade  in  which  at  least 
one  region  produces  manufactured  goods.   Have  them 
explain  this  trade  in  terms  of  the  law  of  comparative 
advantage. 

2.    Ask  students  to  use  their  textbooks  or  current 
periodicals  to  describe  a  situation  in 
international  trade  to  which  the  law  of  comparative 
advantage  applies.   They  should  describe  the 
benefits  gained  by  each  country  and  state  any 
problems  that  trade  may  create. 

FOLLOW-UP  ACTIVITIES: 

1 .    Have  students  research  and  debate  the  following 
topics : 
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(a)  Canada  should  follow  the  concept  of 
comparative  advantage  rather  than  regional 
self-sufficiency  in  its  economic  planning. 

(b)  Canada  should  become  part  of  a  North  American 
Common  Market  with  Mexico  and  the  United 
States. 

(c)  Canada  should  promote  the  idea  of  free  trade 
at  the  United  Nations. 

2.    Research  and  discuss:   "Is  Alberta  ignoring  the 
concept  of  comparative  advantage  in  its  dealings 
with  the  rest  of  Canada?" 

CROSS  REFERENCES: 

Prescribed  Texts : 

Evans,  Allan  S.  and  Martinello,  I.L.  Canada's  Century. 
Toronto:   McGraw-Hill  Ryerson  Limited,  1978. 

Reciprocity  Treaty  -  p.  139 

Confederation  -  p.  207  -  211 

Continental  Resources  -  p.  303  -  338 

Kirbyson,  Ronald  C.  In  Search  of  Canada  Vol.  2.   Scarborough 
Prentice-Hall  of  Canada  Limited,  1977. 
p.   121  -  153 
p.   417  -  453 
p.   456  -  462 

McDevitt,  Daniel  J.,  Scully,  Angus  L.,  and  Smith,  Carl  F. 
Canada  Today.   Scarborough:   Prentice-Hall  of  Canada, 
Ltd. ,  1979 

Solutions  to  Regional  Disparity  p.   74  -  80 

The  Canadian  Economy  p.   127  -  158 

Confederation  p.   229  -  233 
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Canadian-American  Relations  p.   340  -  376 

Kanata  Kit: 
nil 

Teaching  Unit: 
nil 

Other  Topics  in  Division  4: 

10  -  C     -  Canada  and  the  World 

11  -  B     -  Distribution  and  Utilization  of  Resources 

12  -  A    -  Political  and  Economic  Systems 

12  -  B     -  Cooperation  and  Conflict  Among  States 


2.    Distribute  Handout  2.   Allow  time  for  reading.   Help 
students  set  up  a  model  similar  to  that  below  to 
represent  production  in  Southern  Ontario  and  the 
Prairies  before  specialization  and  trade: 

SOUTHERN  ONTARIO 

1  person-year  4  tonnes  orchard  fruit 

1  person-year  2  tonnes  wheat 

2  person-years  4  tonnes  orchard  fruit 

2  tonnes  wheat 

PRAIRIES 

1  person-year  1  tonne  orchard  fruit 

1  person-year  1  tonne  wheat 

2  person-years  1  tonne  orchard  fruit 

1  tonne  wheat 


10.1.7 
3.    Questions  for  discussion  based  on  reading: 

(a)  What  is  the  commodity  for  which  Southern  Ontario 
has  the  greatest  absolute  advantage  relative  to  the 
Prairies? 

Answer: 

Orchard  fruit.   Southern  Ontario  can  produce  four 
times  as  much  orchard  fruit  per  person-year,  but 
only  twice  as  much  wheat. 

(b)  Assume  that  Southern  Ontario  and  the  Prairies 
specialize  in  production  with  each  region  having 
the  capability  of  devoting  two  person-years  to  the 
output  of  either  orchard  fruit  or  wheat.   In  which 
crop  would  each  region  specialize?   How  much  would 
each  produce? 

Answer : 

Southern  Ontario:   orchard  fruit  -  8  tonnes 

The  Pairies :   Wheat  -  2  tonnes 

(c)  After  specialization  and  with  trade,  what  would  be 
the  limits  of  trade  for  each  region,  i.e.  the 
number  of  tonnes  of  orchard  fruit  Southern  Ontario 
could  afford  to  trade  for  1  tonne  of  wheat? 

Answer : 

Up  to  4  tonnes;  it  needs  four  tonnes  for  its  own 

use. 

(d)  Would  each  region  be  better  off  because  of  special- 
ization and  trade? 

Answer : 

Yes.   In  exploiting  their  comparative  advantage  in 

the  availability  of  goods,  each  region  would 


10.1.8 

experience  real  gains.   Stress  that  the  principle 
of  comparative  advantage  accounts  for  much 
international  and  interregional  trade.   However, 
during  any  adjustment  period  in  which  production 
patterns  are  being  altered  to  benefit  from  the 
comparative  advantages  of  given  regions  or 
countries,  investors  or  workers  in  industries  whose 
output  is  being  de-emphasized  may  undergo 
hardships. 

(e)   As  other  groups  see  opportunities  for  interregional 
trade,  what  political  pressures  would  you  expect  to 
develop?   What  investment  opportunities  might  be 
created? 

Answer : 

The  opportunities  for  interregional  trade  in  Canada 
were  highly  dependent  on  a  transportation  system. 
As  the  desire  for  interregional  trade  increased,  so 
did  presures  on  local,  provincial,  and  national 
governments  to  foster  means  of  transportation. 
These  governments  built  some  roads,  canals,  and 
railroads  directly  and  also  helped  finance 
projects.   Governments  also  provided  many  sorts  of 
incentives  to  induce  private  investors  to  build 
railroads  and  highways. 

4.    Have  students  find  maps,  in  their  textbooks  or  historic- 
al atlases,  showing  the  canal,  road,  and  railway  systems 
in  Canada  during  the  period  from  1867  to  1929.   Discuss 
the  following: 

(a)   What  pattern  of  interregional  trade  appears  to  be 
developing? 
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Answer : 

The  maps  should  reveal  the  growing  links  between 

Western,  Northern,  and  Eastern  Canada  with  Central 

Canada. 

(b)  What  pattern  of  international  trade  appears  to  be 
developing? 

Answer : 

The  maps  should  reveal  the  strong  trade  links  with 
Britain  and  increasing  trade  with  the  United  States 
as  well  as  expansion  into  the  Asian  market. 

(c)  What  are  the  consequences  of  regional  specializa- 
tion? 

Answer : 

The  results  would  include  the  decline  of  agricul- 
tural self -suf f icency ,  the  expansion  of  the  money 
economy,  the  regulated  banking  institutions,  and 
the  development  of  new  agricultural  and  industrial 
technologies  with  the  possibilities  of  economies  of 
scale. 


10.1  .10 
HANDOUT  1 


THE  MACKENZIES  AND  THE  PAPINEAUS 


The  Mackenzies  and  the  Papineaus  don't  talk  to  each  other 
much.   They  would  rather  shoot  than  smile.   The  Mackenzies 
are  better  off  than  the  Papineaus  in  every  way.   Why?   It 
takes  only  8  hours  for  one  Macknzie  to  grow  .027  tonne  of 
wheat  and  only  nine  hours  for  one  ^Mackenzie  to  make  one  meter 
of  cloth. 

The  Papineaus  aren't  any  more  (or  less)  shiftless  than  the 
Mackenzies,  but  their  land  is  worse  and  their  tools  aren't  so 
good.   Anyway,  it  takes  12  hours  for  one  Papineau  to  grow 
.027  tonne  of  wheat  and  10  hours  for  one  Papineau  to  make  one 
meter  of  cloth.   The  Papineaus  are  worse  off  than  the 
Mackenzies  because  they  have  to  work  longer  for  everything 
they  have. 

Now  old  Mother  Mackenzie  is  a  sly  one,  and  she's  been  sitting 
and  rocking  and  thinking  for  years  and  years.   One  day  she 
says,  "Dad!  Dad,  I've  been  cogitating.   You  know  what  I 
think?  I  think  we'd  be  a  whole  lot  better  off  if  we  stopped 
fighting  the  Papineaus,  spent  more  of  our  time  raising  wheat, 
and  traded  with  Papineaus  when  we  needed  cloth." 

Dad  spat. 

"Listen,  woman,"  he  said.  "We  are  better  farmers  than  those 
varmints,  and  better  weavers,  too!  Besides,  I  don't  want  to 
be  dependent  on  that  trash  for  my  clothes." 

Was  Mother  Mackenzie  right? 

Suppose  it  would  pay  the  Mackenzies  to  trade  wheat  for  cloth. 
Would  it  pay  the  Papineaus  to  trade  cloth  for  corn? 

Was  Dad  right? 


Questions: 

1.  How  many  hours  did  it  take  each  of  the  families  to  pro- 
duce .027  tonne  of  wheat  and  a  meter  of  cloth  before 
specialization? 

2.  In  what  way  could  both  families  benefit  from  specializa- 
tion? 

3.  What  is  the  result  of  choosing  specialization? 
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HANDOUT  2 


REGIONAL  SPECIALIZATION  BEFORE  THE  GREAT  DEPRESSION 


In  the  years  prior  to  the  Great  Depression  the  pattern  of 
regional  specialization  in  agriculture  underwent  marked 
change  as  methods  of  transportation  improved,  new  markets 
opened  up,  and  new  varieties  of  crops  were  introduced.   The 
production  of  wheat  and  the  raising  of  cattle  moved  westward. 

Wheat  production  underwent  a  marked  transformation  in  the 
years  between  1905  and  1929,  so  far  as  its  regional  location 
was  concerned.    Wheat  has  always  been  a  frontier  crop  par 
excellence  because  it  is  less  perishable  than  corn  and  its 
higher  value,  compared  to  its  weight  and  volume,  and  easy 
transportability  make  it  ideal  for  remote,  frontier  regions. 
For  these  reasons  the  settlers  who  flocked  to  the  Prairies 
(Manitoba,  Saskatchewan,  and  Alberta)  at  the  turn  of  the 
century  and  after  World  War  I  were  quick  to  take  up  wheat 
production.   Although  Ontario  led  in  the  production  of  wheat 
in  1905,  Saskatchewan  had  become  the  number  1  producer  by 
1929. 

The  pattern  of  regional  specialization  in  agriculture  was 
clearly  discernible  in  other  areas  as  well.   By  1920  the 
Pairies  (especially  Alberta)  were  competing  with  Ontario  for 
the  number  1  position  in  the  raising  of  beef  cattle.   Ontario 
had  been  number  1  in  1905. 

This  regional  specialization  in  agriculture  grew  out  of  the 
desire  of  farmers  to  grow  the  products  from  which  they  could 
make  the  largest  profit,  and  it  has  been  traditionally 
explained  in  terms  of  the  principle  of  COMPARATIVE  ADVANTAGE. 
The  mechanism  that  leads  sections  to  specialize  in  order  to 
gain  the  benefits  of  interregional  trade  would  work  the 
following  way.   Let  us  consider  the  interregional  trade 
between  Southern  Ontario  and  the  Prairies  in  two  commodities: 
wheat  and  orchard  fruits  (peaches,  apricots,  cherries,  pears, 
plums,  apples,  and  grapes).   If  we  assume  that  it  takes  one 
worker  one  year  of  labor  to  produce  4  tonnes  of  orchard  fruit 
and  2  tonnes  of  wheat  in  Southern  Ontario,  whereas  on  the 
Prairies  one  man-year  of  labor  might  produce  2  tonnes  of 
orchard  fruit  or  1  tonne  of  wheat,  we  can  see  that  the 
farmers  in  Southern  Ontario  can  clearly  produce  more  orchard 
fruit  and  wheat  than  workers  on  the  Prairies;  Southern 
Ontario  has  an  ABSOLUTE  advantage  in  the  production  of  both 
commodities.   But  whereas  workers  in  Southern  Ontario  can 
produce  four  times  as  much  orchard  fruit  as  the  Prairies  they 
can  produce  only  twice  as  much  wheat.   By  using  all  its  labor 
resources  in  the  production  of  orchard  fruit  and  employing 
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the  labor  of  the  man-year  now  released  from  the  production  of 
wheat,  Southern  Ontario  might  now  produce  8  tonnes  of  orchard 
fruit.   The  Pairies  would  produce  2  tonnes  of  wheat.   Both 
regions  would  gain  by  concentrating  on  the  production  of 
goods  in  which  they  had  the  greatest  comparative  advantage 
and  by  engaging  in  the  trade  of  these  goods. 

Whereas  the  model  is  valid  under  certain  conditions,  we  are 
not  suggesting  that  all  these  conditions  existed  in  Canada 
during  this  period.   Specialization  was  beneficial  in 
agriculture  because  of  the  reason  cited  in  the  above  example 
together  with  others  that  are  more  complex  than  this  model 
indicates.   Specialization  in  other  areas  did  not  take  place 
when  some  of  these  complex  conditions  were  not  present.   In 
general  this  model  offers  one  explanation  for  the  development 
of  regional  specialization  and  of  a  national  market  in 
Canada.   As  an  example  of  the  type  of  complexity  that 
hindered  the  development  of  specialization,  large  parts  of 
the  Prairies  remained  self-sufficient  in  agriculture  and 
other  industries  because  of  the  lack  of  good  interregional 
transportation . 


QUESTIONS: 

1.  What  is  the  commodity  for  which  Southern  Ontario  has  the 
greatest  absolute  advantage  relative  to  the  Prairies? 

2.  Assume  that  Southern  Ontario  and  the  Prairies  specialize 
in  production,  with  each  region  having  the  capability  of 
devoting  two  man-years  to  the  output  of  either  orchard 
fruit  or  wheat.   Which  crop  would  each  region  specialize 
in?   How  much  would  each  produce? 

3.  After  specialization  and  with  trade,  what  would  be  the 
limits  of  trade  for  each  region,  i.e.,  the  number  of 
tonnes  of  orchard  fruit  Southern  Ontario  could  afford  to 
trade  for  1  tonne  of  wheat,  and  the  number  of  tonnes  of 
wheat  the  Prairies  could  afford  to  trade  for  4  tonnes  of 
orchard  fruit? 

4.  Would  each  region  be  better  off  as  a  result  of  special- 
ization and  trade? 

5.  As  other  groups  see  opportunities  for  interrregional 
trade,  what  political  pressures  would  you  expect  to 
develop?   What  investment  opportunities  might  be 
created? 


ACTIVITY  2 


INTERNATIONAL  TRADE 
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TITLE:  INTERNATIONAL  TRADE 

RECOMMENDED  GRADE:  Ten;   Topic  C  -  Canada  and  the  World 

FOCUS  QUESTION:     How  can  international  trade  be  regarded  as 

compatible  with  national  interests? 

TIME  REQUIRED:      Three  to  four  classroom  periods. 

CONCEPTS:  Interdependence;  balance  of  trade  and  of 

payments . 

INSTRUCTIONAL  OBJECTIVES: 

1.  Students  will  be  able  to  describe  the  economic  benefits 
derived  from  Canada's  international  trade. 

2.  Students  should  be  able  to  list  the  costs  and  benefits 
of  interdependence. 

3.  Students  will  identify  and  explain  the  difference 
between  balance  of  trade  and  balance  of  payments. 

4.  Students  should  identify  the  contributions  of  Western 
Canada/Canada  to  international  trade  exchanges. 

5.  Students  will  have  an  opportunity  to  survey  the 
attitudes  of  members  of  the  community  towards 
international  trade  and  speculate  on  the  in-depth 
knowledge  of  the  community  in  trade  matters. 
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RATIONALE: 

Canada  is  a  country  very  dependent  upon  the  international 
flow  of  goods  and  services.   Industries  such  as  forestry, 
mining,  agriculture  and  automotives  require  external  market 
for  a  substantial  proportion  of  their  production  since  the 
population  of  Canada  is  not  sufficiently  large  to  provide  for 
the  level  of   economic  growth  desired  by  these  industries. 
In  fact,  over  40  percent  of  the  GNP  (gross  national  product) 
of  this  country  is  directly  related  to  the  results  of 
international  trade.   This  exercise  will  help  students  to 
identify  the  economic  benefits  of  trade,  the  contribution  of 
various  economic  sectors,  permit  a  survey  of  community 
attitudes  towards  international  trade,  unders.tand  the 
difference  between  balance  of  trade/balance  of  payments,  and 
speculate  on  the  compatibility  of  trade  and  national  goals. 
These  processes  will  occur  through  the  use  of  a  number  of 
classroom/community  activities. 

MATERIALS: 

Poster  paper,  felt  pens,  overhead  projectors,  chalkboard, 
colored  cards,  daily/weekly  newspapers  brought  by  students  or 
supplied  by  teacher,  and  handouts  1-1  through  1-7. 

PROCEDURE : 

1.  The  teacher  will  need  to  use  two  overhead  projector 
transparencies  or  two  sections  of  a  chalkboard.   On  one 
put  Canadian  Exports;  and  on  the  other  put  Canadian 
Imports.  Now  ask  students  to  respond  to  the  question, 
"What  are  Canadian  exports  and  imports?" 

2.  Record  all  responses  from  this  brainstorming  session. 
Answers  will  include:   Exports  -  lumber,  wood  pulp, 
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newsprint,  chemicals,  petroleum  and  coal  products,  iron 
and  steel,  motor  vehicles  and  parts,  grains  etc.; 
imports  -  crude  petroleum,  industrial  machinery,  motor 
vehicles,  clothing,  medical  supplies,  books,  alcohol, 
electronic  components  etc.   (For  a  more  detailed 
listing,  try  the  Canada  Yearbook  or  Statistics  Canada). 
Do  not  edit.   Take  no  more  than  10  minutes  for  this 
exercise.   Follow  up  with  these  questions: 

(a)  Is  our  list  complete? 

(b)  Which  of  the  exports  and  imports  do  you  think  are 
most  important  in  dollar  terms? 

(c)  Do  you  believe  that  international  trade  (trade  of 
goods  and  services  across  national  boundaries) 
plays  a  very   important  role  in  the  economy  of 
Canada?   Explain.   Elicit  answers  and  reasons  but 
do  not  attempt  to  give  too  much  information. 

3.  Distribute  handout  1-1,  "International  Trade  Search". 
Ask  the  students  to  take  out  their  daily/weekly 
newspapers  and  individually  collect  data.   The  remainder 
of  this  assignment  sheet  should  be  completed  by 
homestudy.   Give  students  adequate  time  in  class.   Note: 
the  teacher  should  carefully  read  all  handouts  with 
special  attention  to  handout  1-7. 

4.  Have  the  students  report  their  findings  from  the 
International  Trade  Search  at  the  beginning  of  the  next 
class.   On  the  overhead  projector  or  on  the  chalkboard, 
you  should  record  the  products  and  the  countries.   You 
may  wish  to  keep  a  tally  of  the  countries  to  see  how 
many  items  came  from  each.   After  the  tally,  ask  the 
following  questions: 
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(a)  What  countries  contributed  the  most  products? 
Answer:   Handout  1-7  Canada  Year  book  and 
Statistics  Canada. 

(b)  Which  products  might  have  been  purchased  from 
Canadian  sources  instead? 

(c)  Which  products  would  not  be  available  if  we  did  not 
import  them? 

(d)  Which  products  could  we  do  without  if  we  had  to? 
Which  are  necessary  imports? 

(e)  Which  items  were  probably  more  expensive  because 
they  were  imported? 

(f)  Why  do  we  import  goods  which  we  could  buy  from 
Canadian  sources? 

Answer:   Fascination  with  the  exotic  (imported 
perfumes,  wines  and  cars);  comparative  advantage 
(cheaper  to  import  coal  from  Minnesota  for  Hamilton 
steel  mills  than  transport  from  B.C.);  unequal 
transportation  rates  etc. 

(g)  What  generalizations  can  you  make  about  inter- 
national trade  from  the  class  findings? 
Answer:   Countries  trade  to  encourage  domestic 
economic  growth  (demand  for  their  products  abroad 
e.g.  newsprint  and  maple  syrup);  to  get  resources 
for  survival;  to  alleviate  potential  economic 
problems  (i.e.   unemployment);  to  encourage 
specialization  and  division  of  labor;  to  respond  to 
the  factors  pertaining  to  supply  and  demand;  to 
ensure  input  into  the  international  political 
system  (e.g.  representation  on  UN  committees,  the 
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World  Bank,  OPEC,  OECD).   Introduce  the  concepts  of 
absolute  and  comparative  advantage  at  this  stage. 
Explanation:   Even  though  two  contries  may  produce 
the  same  products  (e.g.  Canada  and  the  U.S. 
producing  fox  pelts  and  peaches),  one  country  may 
have  such  an  advantage  as  to  be  absolute  (e.g. 
Canada  cannot  produce  cheap  peaches  whereas  the 
U.S.  fox  pelts  will  always  be  more  expensive). 
Comparative  advantage  means  that  two  countries  can 
benefit  from  trade  even  though  one  country  can 
produce  everything  more  cheaply  than  the  other 
country.   Thus,  each  country  should  specialize  in 
the  products  or  goods  in  which  it  has  a  comparative 
advantage . 

5.  Divide  the  class  into  eight  groups.   Have  four  of  the 
groups  list  as  many  people  as  possible  who  obtain 
economic  benefits  from  importing  cars  and  selling  them. 
Have  the  other  four  groups  list  as  many  people  as 
possible  who  obtain  economic  benefits  from  exporting 
wheat,  forest  products,  coal  or  potash  (select  one  of 
your  choice).   Remind  the  groups  to  follow  each  product 
from  production  to  its  final  distribution  (in  the  case 
of  cars,  from  their  importation  into  the  country.) 
Groups  should  work  for  10-20  minutes  and  set  the  list 
down  on  poster  paper. 

6.  Call  the  groups  together  and  have  each  list  posted  at 
the  front  of  the  class. 

7.  Review  the  lists  and  find  out  which  groups  have  the 
greatest  number  and  variety  of  people  benefiting  from 
the  imports,  exports.   Ask  students  the  following 
discussion  questions: 
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(a)  Are  there  other  groups/individuals  affected?   One 
that  you  disagree  with? 

(b)  Are  there  major  differences  between  the  lists  for 
imports  and  exports? 

(c)  Are  all  the  listed  groups  affected  equally? 
Explain. 

(d)  Are  there  any  groups  exporting  whose  work  is  paid 
for  by  groups  importing?  (e.g.  Japanese  ship  crews 
use  white  wheat  noodles  in  their  diet). 

(e)  How  might  your  family  benefit  from  international 
trade? 

Answer:   By  direct  employment,  a  wider  range  of 
food  and  leisure  products,  variety  of  vacation 
opportunities,  opportunities  for  career  specializa- 
tion in  occupational  areas  which  would  be  closed  if 
trading  ceased  (e.g.  international  banking  and 
customers  brokers). 

8.  Distribute  handout  1-2,  "Community  Survey  of  Attitudes 
Towards  International  Trade,"  to  help  students  assess 
their  attitudes.   This  handout  should  be  completed  in 
class  and  handed  in  to  the  teacher.   Mark  these  as 
"Student  Replies". 

9.  Each  student  should  be  given  four  survey  forms  and  asked 
to  find  adults  in  the  community  to  fill  these  out  before 
the  next  class.   Respondents  should  be  asked  to  select 
one  of  five  choices  per  question:   SA  A  DK  D  SD.   Remind 
students  to  read  the  survey  introduction  to  each  adult 
being  interviewed.   This  will  ensure  more  uniform 
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results  and  stimulate  community  interest  in  this 
project . 

10.  Collect  the  surveys,  next  day.   Have  six  of  the  eight 
groups  record  the  results  of  the  adult  survey  on  handout 
1-3,  Tabulation  Sheet.   The  other  two  groups  should 
record  student  replies  on  a  separate  sheet  from  the 
adult  replies. 

11.  Ask  the  student  group  to  present  the  survey  results. 
The  following  debriefing  questions  should  be  discussed: 


(a)  Is  there  significant  difference  in  response  between 
the  two  groups  (adults  and  students)?   Explain. 

(b)  Are  the  responses  generally  favorable  or 
unfavorable  towards  international  trade? 

(c)  Is  there  any  consistent  pattern  to  the  responses? 

(d)  What  did  you  learn  from  administering  the  survey 
and  tabulating  the  results? 

(e)  Do  you  believe  the  results  accurately  reflect  the 
attitudes  of  the  total  community?  Total  country? 
Explain. 


12.   Introduce  the  "International  Trade  Game".   This  exercise 
includes  30  international  transactions  (theoretical), 
all  of  which  involve  transfer  of  claims  on  Canadian 
dollars. 

Note  to  the  teacher:   This  is  the  trade-balance 
component  of  this  assignment  and  will  show,  in  a 
practical  way,  the  difference  between  balance  of  trade 
and  balance  of  payments  (refer  to  glossary  of  terms  for 
further  explanation).   Balanced  payments  include 
invisibles  such  as  Tourism  Investment. 
Note:   Handout  1-7 
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13.  Assign  one  of  the  following  countries  to  each  of  the 
eight  student  groups:   Canada,  Japan,  West  Germany, 
U.S.S.R.,  United  States,  Great  Britain,  China  and 
France.   Each  group  should  be  seated  together,  and 
should  appoint  a  spokesperson,  and  construct  an 
identification  sign. 

14.  Teachers  should  ensure  that  two  copies  of  each  trans- 
action are  available.   One  is  put  on  a  white  card, 
representing  "dollars  in"  and  the  other  is  on  a  blue 
card,  signifying  "dollars  out".   A  master  copy  of  these 
transactions  is  available  with  this  exercise   (handout 
1-4). 

15.  Each  student  gets  a  mimeographed  form  (handout  1-5) 

on  which  he/she  will  keep  a  record  of  the  transaction. 
There  is  space  for  each  country  on  the  form.   For  each 
country,  there  are  two  columns  across  ("Visibles", 
"Invisibles"  and  "Totals").   There  is  also  a  space  for 
the  Canadian  balance  of  payments. 

16.  The  game  begins  with  a  student  reading  a  transaction 
from  a  card  and  explaining  how  the  transaction  affects 
the  situation  for  the  countries  involved.   For  example, 
which  country  realizes  the  "Dollars  In"  and  which  one 
the  "Dollars  Out"?   The  student  should  also  make  a  judg- 
ment as  to  whether  this  transaction  is  a  "visible"  or  an 
"invisible"  (that  is,  does  it  affect  the  balance  of 
trade  or  the  balance  of  payments)?   Then,  the  white  card 
is  given  to  the  country  which  gains  dollars  and  the  blue 
card  to  the  country  losing  dollars. 

After  all  30  transactions  have  been  read  out,  discussed  and 
recorded,  groups  will  tabulate  the  sum  total  for  each 
country:   "Dollars  In",  "Dollars  Out",  "Visibles", 
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"Invisibles"  and  "Total  Balance  of  Payments".   Compare 
answers  with  handout  1-6. 

EVALUATION: 

1.  Ask  each  group  to  report  on  the  state  of  its 
balance  of  payments  with  Canada  (in  terms  of  the 
limited  numbers  of  transactions  occurring). 

2.  Questions  for  discussion: 


(a)  Is  there  a  favorable  or  unfavorable  balance  of 
payments  for  Canada  in  terms  of  30 
transactions? 

(b)  What  is  the  difference  between  balance  of 
trade  and  balance  of  payments?   Why  is  this 
considered  important  by  some  Canadians? 


3.    Ask  students  to  react  to  one  of  the  following  statements 
in  the  course  of  a  short  essay  (limit  of  three  pages) : 


(a)  Canadians  should  welcome  foreign  investment  as  a 
means  of  stimulating  economic  growth. 

(b)  Canadians  should  be  free  to  invest  in  the  economies 
of  other  countries. 

(c)  International  trade  is  not  always  a  desirable  goal 
for  Canada. 

(d)  International  trade  benefits  the  country  having  a 
higher  level  of  industrial  development  and 
penalizes  the  country  that  is  less  developed. 


FOLLOW-UP: 

1.    Assign  each  one  of  the  eight  groups  the  task  of  inter- 
viewing specific  individuals  regarding  the  influence  of 
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international  trade  upon  them.   Owners  of  small 
businesses,  farmers,  equipment  salesmen,  automotive 
dealers,  members  of  the  banking  community  and  employees 
of  large  businesses  should  be  included.   Have  students 
ask  such  questions  as: 


(a)  Does  international  trade  affect  your  type  of 
business?   How? 

(b)  What  do  you  see  as  the  (a)  advantages  (b) 
disadvantages  of  international  trade? 

(c)  Have  you  any  feelings  about  tariffs  charged  on 
goods  and  services  coming  into  Canada? 

(d)  How  can  Canada  conduct  international  trade  as  a  way 
of  promoting  her  national  interests? 

-  Have  students  submit  an  oral  or  written  report  of 
their  findings  to  the  class. 


2.  Invite  representatives  from  the  community  (banker,  small 
businessman,  economist,  stock  broker,  automobile  dealer 
into  the  classroom  to  speak  on  the  effects  of  inter- 
national trade  upon  his/her  area  of  interest. 

3.  Have  your  banker  discuss  the  concepts  of  balance  of 
trade  and  balance  of  payments  and  relate  these  concepts 
to  the  consumer  in  a  day-to-day  society. 

CROSS-REFERENCE: 

The  concepts  interdependence  and  trade  balances  can  also  be 
found  in: 


10.2.11 


1.  The  following  grade  levels  and  topics  of 
Division  4: 

Grade  10:   Topic  B  -  Canadian  Unity 

Grade  11:   Topic  B  -  Distribution  and  Utilization 
of  Resources 

Grade  12:   Topic  A  -  Political  and  Economic 
Systems 

Topic  B  -  Cooperation  and  Conflict  Among 
States 

2.  These  prescribed  texts: 

Canada  Today:   McDevitt  (Part  Two,  Unit  5,  Chapter 

3  -  World  issues  for  today). 

Canada's  Century:   Evans  and  Martinello 
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INTERNATIONAL  BALANCE 

OF  TRADE 
APPENDIX  FOR  HANDOUTS 
1-1   THROUGH  1-7 
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INTERNATIONAL  TRADE  SEARCH 


Most  of  us  are  not  aware  of  the  extent  to  which  we  and  our 
communities  are  involved  in  foreign  trade  and  communication. 
The  foreign  products  we  use  and  the  relationships  which  we 
establish  with  other  countries  become  part  of  our  everyday 
existence,  so  we  take  them  for  granted. 

The  lists  you  make  are  to  be  brought  to  class  tomorrow  for 
class  discussion. 

1.  Make  a  list  of  the  products  and  objects  that  you  have  in 
your  home  which  have  come  from  another  country  and  list 
their  place  of  origin. 

2.  Go  through  a  newspaper  or  magazine  and  find  references 
to  goods  from  other  countries  which  are  available  in 
your  community.   List  the  commodites  and  the  countries. 

3.  Go  through  the  yellow  pages  of  the  telephone  book  for 
references  to  foreign  goods. 
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HANDOUT  1-2 
COMMUNITY  SURVEY  OF  ATTITUDES  TOWARDS  INTERNATIONAL  TRADE 


Many  of  the  students  at  High  School  are 

studying  the  effects  of  international  trade  on  the  Canadian 
economy.   This  trade  survey  will  assist  our  study  by 
determining  the  views  of  members  of  the  community  towards 
international  trade.   Please  give  us  your  assistance.   All 
survey  results  will  be  kept  completely  anonymous. 

Select  one  response  to  each  of  the  following  statements. 
There  are  five  choices: 

SA  -  Strongly  Agree 

A  -  Agree 
DK  -  Don't  Know/No  Opinion 

D  -  Disagree 
SD  -  Strongly  Disagree 


1.  Foreign  products  are  usually  more  expensive     SA  A  DK  D  SD 
than  Canadian  products. 

2.  We  export  too  many  of  our  vital  resources.      SA  A  DK  D  SD 

3.  We  should  protect  Canadian  jobs  by  putting     SA  A  DK  D  SD 
limits  on  foreign  imports. 

4.  Canada  benefits  from  foreign  trade.  SA  A  DK  D  SD 

5.  More  agencies  similiar  to  the  Canadian         SA  A  DK  D  SD 
Development  Corporation  should  be  set 

up  to  encourage  exports. 

6.  Tariffs  on  foreign  goods  should  be  raised.      SA  A  DK  D  SD 

7.  The  Canadian  West  benefits  greatly  from        SA  A  DK  D  SD 
international  trade. 

8.  Canada  would  be  better  off  if  she  were  more     SA  A  DK  D  SD 
self-sufficient. 

9.  If  Canada  reduced  her  trade  with  other         SA  A  DK  D  SD 
countries,  our  standard  of  living  would 

fall. 

10.  Canadian  tariffs  are  too  low.  SA  A  DK  D  SD 

11.  More  natural  resources  should  be  exported.      SA  A  DK  D  SD 
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12.  Canada  should  increase  the  percentage  SA  A  DK  D  SD 
amount  of  trade  with  the  United  States. 

13.  More  foreign  investment  should  be  encouraged    SA  A  DK  S  SD 
to  stimulate  natural  resource  development. 

14.  Canada  should  be  less  dependent  on  trade  with   SA  A  DK  S  SD 
the  United  States. 

15.  The  Federal  Government  should  subsidize  the     SA  A  DK  S  SD 
export  of  certain  goods. 
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HANDOUT  1-3 


TABULATION  SHEET 


1. 

2. 

3. 

4. 

5. 

6. 

7. 

8. 

9. 
10. 
11. 
12. 
13. 
14. 
15. 


SA 

% 

A 

DK 

% 

D 

% 

SD 

% 

Total 
Responses 

Total 

% 
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HANDOUT  1-4 


INTERNATIONAL  TRANSACTIONS 


Crowsnest  Industries  sells  20  million  tons  of  coal  to  Japan. 
Value  of  the  coal  is  $100ra.   A  Japanese  shipping  company  is 
hired  to  transport  the  coal  at  a  cost  of  $20m.  to  Crowsnest 
Industries. 


British  Leyland  ships  3000  cars  to  dealers  in  Canada  at  the 
wholesale  value  of  $7000  per  car.   Cost  is  $21m. 


Canada  is  visited  by  65,000  people  from  West  Germany.   Each 
visitor  spends  $2,000.   Cost  is  $130m. 


Canadian  Pacific  Investments  purchase  stock  in  a  British 
operated  resource  company  (presently  developing  iron  ore 
deposits  in  Brazil)  Cost  is  $80m. 


The  United  States  signs  a  ten-year  natural  gas  agreement  for 
purchase  of  Western  Canadian  gas.   Cost  is  $450m.  per  year. 


Canadian  subsidiaries  of  U.S. A  auto  companies  purchase  $2130M 
in  auto  parts  but  sell  $1450m.  in  cars  back  to  the  U.S. 


A  large  Canadian  real  estate  company  pruchases  $210m.  in  land 
for  a  housing  development  in  California. 


China  purchases  $120m.  in  potash  from  Prairie  producers  and 
some  $300ra.  in  wheat  from  the  Wheat  Board. 


Canadians  buy  $120m.  in  stereo  equipment  from  the  Japanese 


Due  to  increased  demands,  France  exports  $110m.  in  wine  to 
Canada. 
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The  USSR  signs  a  wheat  deal  for  $340ra.  and  sends  $40ra.  in 
Lada  automobiles  to  Eastern  Canada. 


Canada  sells  $450ra.  in  pulp  to  the  United  States,  $40ra.  to 
Britain,  $15ra.  to  West  Germany  and  $60ra.  to  France. 


A  large  West  German  owned  Canadian  resource  company  sends 
$30m.  in  dividends  to  its  shareholders  in  Europe. 


Renault  announces  construction  of  $10m.  parts  factory  in 
Quebec. 


U.S.  tourists  spend  $1700ra.  in  Canada  while  Canadian  tourists 
spend  $2400m.  in  the  U.S. 


A  Houston  based  oil  company  announces  plans  to  spend  some 
$200m.  on  exploration  in  Canada. 


Canadian  electric  generators  are  sent  to  the  USSR  for 
completion  of  a  hydro-electric  project.   Cost  to  the  Soviets 
is  $25m. 


The  Canadian  Government  borrows  $3100m.  from  New  York 
financial  institutions  to  cover  the  Federal  deficit.   Canada 
agrees  to  repay  the  loan  at  11%  interest  over  a  period  of  20 
years.   Payments  will  begin  in  the  next  calendar  year. 


Japanese  merchants  purchase  $15m.  worth  of  B.C.  salmon. 


Canadian  clients  pay  a  Japanese  company  $10m.  for  rental  of 
ocean  going  ships. 


A  Canadian  company  sells  $85m.  in  Dash  7  aircraft  in  the  U.S. 
market.   The  Canadian  Government  signs  a  deal  to  buy  new  jet 
fighter  for  the  armed  forces.   The  initial  payment  is  for 
$650ra. 


HANDOUT  1-5 
INTERNATIONAL  TRADE  CHART 
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COUNTRY 


CANADA 


JAPAN 


WEST 
GERMANY 


DOLLARS  IN  ($MILLIONS) 

Visibles  100,  450,  1450,  120,  300,  340 

450,  40,  15,  60,  25,  15,  85. 
Invisibles   130,  10,  1700,  200,  3100. 


T.B  of  p. 


8590  -  5821  =  $2769 


Visibles   120 
Invisibles    20,  10. 
T.B  of  pay. 
with  Canada 


150  -  115  =  $35 


Visibles 
Invisibles 
T.B.  of  pay. 
with  Canada 


30. 


30  -  145  =  -$115 


DOLLARS  OUT  ($MILLIONS) 

21,  2130,  120,  110, 

40,  650. 

20,  80,  210,  30,  2400, 

10. 


100,  15. 


15. 
130. 


UNITED    Visibles  2130,  650. 

STATES    Invisibles  2400,  210 

T.B.  of  pay.  5390  -  7435  =  -$2045 

with  Canada 


450,  1450,  450,  85. 
1700,  200,  3100. 


GREAT     Visibles    21 
BRITAIN   Invisibles     80 
T.B.  of  pay.  101 
with  Canada 


40  =  $61 


40. 


USSR     Visibles     40 
Invisibles 

T.B.  of  pay.  40  -  365  =  -$325 
with  Canada 


Orxv/  I  <uO  • 


France    Visibles     110 
Invisibles 

T.B.  of  pay.  110  -  70  =  $40 
with  Canada 


CHINA    Visibles 

Invisibles 
T.B.  of  pay. 
with  Canada 


60. 
10. 


120,  300. 


0  -  420  =  -$420 


Canadian  Balance  of  Payments  Total:  2769  surplus  on  these  30  transactions 

*  For  further  infonnation  refer  to  Handout  1-7. 

NOTE:  Capital  Account  items  such  as  foreign  borrowing  should  be  treated  as 
"invisible". 
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HANDOUT  1-5 


INTERNATIONAL  TRADE  CHART 


COUNTRY 


DOLLARS  IN 


DOLLARS  OUT 


CANADA 


JAPAN 


WEST 
GERMANY 


UNITED 
STATES 


GREAT 
BRITAIN 


USSR 


France 


CHINA 


Visibles 
Invisibles 
Total  Balance 
of  payments 

Visibles 
Invisibles 
Total  Balance  of 
payments /Canada 

Visibles 
Invisibles 
Total  Balance  of 
payments /Canada 

Visibles 
Invisibles 
Total  Balance  of 
payments /Canada 

Visibles 
Invisibles 
Total  Balance  of 
payments /Canada 

Visibles 
Invisibles 
Total  Balance  of 
payments /Canada 

Visibles 
Invisibles 
Total  Balance  of 
payments /Canada 

Visibles 
Invisibles 
Total  Balance  of 
payments /Canada 


Canadian  Balance  of  Payments  Total 
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HANDOUT  1-7 
[contains  p(a)  to  p(e).] 

Balance  of  international  payments: 

The  Canadian  balance  of  international  payments  summarizes 
transactions  between  residents  of  Canada  and  those  of  the 
rest  of  the  world.   Current-account  transactions,  which 
measure  the  flow  of  goods  and  services  between  Canada  and 
other  countries,  are  included,  with  minor  adjustments,  as  a 
component  of  gross  national  expenditure.   Capital-account 
transactions  between  residents  and  nonresidents  are  included 
in  the  financial-flow  accounts. 

Current  account: 

During  1977  international  transaction  in  goods,  services  and 
unilateral  transfer  led  to  a  current  account  deficit  of  $4.2 
billion.  A  surplus  of  $2.9  billion  on  merchandise  trade  was 
the  second  highest  ever  recorded  but  was  more  than  offset  by 
the  continuing  growth  in  the  deficit  on  non-merchandise 
transaction  which  climbed  to  $7.1  billion. 

Merchandise  exports  rose  by  more  than  17%  to  $44.6  billion 
while  merchandise  imports  increased  by  13%  to  $41.7  billion, 
resulting  in  a  trade  surplus  $1.8  billion  higher  than  in 
1976.   Exports  of  automotive  products  accounted  for  the 
largest  share  of  the  overall  increase  in  exports  rising  by 
more  than  $2  billion  to  over  $10  billion.   Natural  gas 
shipments  rose  sharply  by  over  $450  million  due  mainly  to 
price  increases.   Reflecting  the  maintenance  of  strength  in 
the  construction  industry  in  the  United  States,  exports  of 
lumber  continued  the  strong  trend  which  began  in  1976  and 
rose  by  over  40%  to  $2.4  billion.   Newsprint  sales  increased 
by  over  $370  million  but  exports  of  woodpulp  remained 
virtually  static.   In  total,  these  commodities  accounted  for 
almost  two-thirds  of  the  growth  in  exports  in  1977.   Other 
significant  increases  were  recorded  for  exports  of  aluminum 
and  alloys,  wheat,  electricty,  iron  and  steel,  and  chemicals. 
Exports  of  crude  petroleum  fell,  despite  price  increases,  by 
more  than  $400  million  as  the  volume  shipped  dropped  by 
almost  one-third,  in  line  with  Canadian  government  policy  to 
reduce  Canada's  crude  petroleum  exports. 

Imports  of  automotive  products  increased  by  about  $2  billion 
to  account  for  over  two-fifths  of  the  growth  of  merchandise 
imports.   Other  increases  occurred  in  a  large  number  of 
commodities,  the  most  notable  being  coffee,  telecommunication 
equipment,  iron  and  steel,  chemicals  and  electronic 
computers.   reduced  imports  were  recorded  for  wearing 
apparel,  nickel  and  alloys,  and  office  machinery. 
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Trade  in  crude  petroleum  yielded  a  deficit  of  nearly  $1.5 
billion  compared  to  $1.1  billion  in  1976.   This  was  entirely 
due  to  the  drop  in  the  value  of  exports  of  crude  petroleum  as 
the  level  of  imports  was  almost  unchanged  from  1976. 

The  deficit  on  nonmerchandise  transaction  increased  by  more 
than  one-third  to  $7.1  billion.   Almost  three-quarters  of 
this  increase  was  brought  about  by  enlarged  deficits  on  the 
interest  and  dividends  and  international  travel  accounts. 
Net  payments  of  interest  and  dividends,  consistently  the 
largest  component  of  the  nonmerchandise  deficit  were  more 
than  $900  million  higher  than  in  1976.   Interest  payments  to 
nonresidents  surged  ahead  by  almost  45%  to  nearly  $2.7 
billion  due  mainly  to  the  servicing  of  the  large  foreign  debt 
incurred  by  the  province  and  their  agencies.   Interest 
receipts,  which  came  mainly  from  earnings  on  Canadian 
monetary  reserves,  declined  slightly  again  in  1977.   Net 
payments  of  dividends  at  approximately  $1  billion  were  5% 
higher  than  1976. 

International  travel  transactions  produced  a  deficit  of  over 
$1.6  billion,  almost  $500  million  greater  than  in  1976. 
Canadians  travelling  abroad  spent  nearly  $3.7  billion,  an 
increase  of  $540  million.   But  non-resident  travel  expendi- 
tures in  Canada  rose  by  only  4%  to  $2  billion.   In  volume 
terms,  Canadian  travellers  abroad  increased  by  about  6%  while 
non-resident  travellers  entering  Canada  dropped  by  approxi- 
mately 2%. 

Capital  Account: 

Capital  movements  during  1977  led  to  a  net  inflow  of  $2.8 
billion  comprising  long-term  inflows  of  nearly  $4.4  billion 
and  short-term  outflows  of  $1.5  billion. 

New  issues  of  Canadian  securities  sold  to  non-residents 
provided  an  inflow  of  nearly  $5.8  billion,  the  largest  single 
component  of  the  capital  account.   Although  substantially 
lower  than  the  corresponding  inflow  for  1976,  which  exceeded 
$9  billion,  it  was  the  second  highest  new  issue  inflow  on 
record.   Transactions  in  outstanding  Canadian  securities  gave 
rise  to  offsetting  movements,  with  a  net  inflow  from  trading 
in  debt  issues  of  $299  million  and  a  net  outflow  from  equity 
transactions  of  $91  million. 

Foreign  direct  investment  in  Canada  increased  during  1977, 
resulting  in  a  net  capital  inflow  of  $410  million  following 
an  outflow  in  1976  due  to  repatriation  of  foreign-owned 
assets  by  Canadian  government  entities.   Canadian  direct 
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investment  abroad  returned  to  the  level  of  previous  years, 
amounting  to  $790  million  for  the  year,  following  a  decline 
to  $555  million  in  1976. 

Outflows  due  to  loans  and  subscriptions  by  the  federal 
government  to  foreign  governments  and  international  agencies 
increased  substantially  during  1977.   At  $522  million,  the 
annual  net  outflow  was  about  one-third  higher  than  in  1976. 
Exports  credits  directly  or  indirectly  at  the  risk  of  the 
Canadian  government  also  increased  sharply,  more  than  doubl- 
ing in  1977  to  lead  to  a  net  capital  outflow  of  $532  milion. 

Short-term  capital  transactions  resulted  in  a  net  outflow  of 
$1.5  billion  during  the  year.   There  were,  however,  substan- 
tial inflows  in  a  number  of  categories.   These  included  the 
Canadian  chartered  banks'  foreign  currency  operations  with 
nonresidents,  which  produced  a  net  inflow  of  nearly  $1.4 
billion.   Canadian  dollar  deposits  by  non-residents  also 
increased,  giving  raise  to  a  net  inflow  of  $225  million.   In 
addition,  there  were  inflows  of  funds  through  the  Canadian 
money  market,  amounting  to  $422  million. 

These  inflows  were  more  than  offset,  however,  by  changes  in 
Canadian  nonbank  holding  of  short-term  funds  abroad  and  by 
other  short-term  capital  transactions.   Canadian  nonbank 
holdings  of  short-term  funds  abroad,  mainly  in  the  form  of 
foreign  bank  deposits,  gave  rise  to  a  net  outflow  of  almost 
$500  million  during  the  year,  while  other  short-term  capital 
transactions  resulted  in  an  outflow  of  nearly  $3.2  billion. 
Other  short-term  capital  transactions,  the  residual  category 
of  capital  movements  contains  the  balancing  item  representing 
unidentified  transactions  in  the  balance  of  payments.   The 
balancing  item  characteristically  increases  during  periods  of 
currency  speculation,  such  as  occurred  during  1977  when  the 
Canadian  dollar  came  under  consistent  downward  pressure.   It 
was  the  largest  component  among  other  short-term  capital 
transactions,  consisting  of  estimated  debit  entries  of 
approximately  $2.3  billion  in  the  year. 


Canada  Year  Book,  1978  -  79.   Statistics  Canada,  pages  851  - 
853. 
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HANDOUT  1-7  (Continued) 
Canada  still  relies  heavily  on  the  U.S.  market  ... 
Canada's  domestic  exports,  1976 

$millions        Per  cent 


67.5 
6.4 
4.9 
1.9 
1.5 
1.4 
1.3 
1.2 
1.1 
1.0 

11.8 


1. 

U.S. 

25  123 

2. 

Japan 

2  386 

3. 

Britain 

1  827 

4. 

West  Germany 

695 

5. 

Italy 

548 

6. 

U.S.S.R. 

535 

7. 

Belgium-Luxembourge 

472 

8. 

Netherlands 

442 

9. 

France 

393 

10. 

Australia 

359 

Other 

4  433 

Total 

37  213 

100.0 


From  "How  Canada  stacks  up  ...  better  than  you  think" 
in  The  Financial  Post,  71:32  (1977), p. 26 

. . .  Canada  also  had  a  large  current  account  deficit  . . . 


$billions 
U.S. 


Current  account  balances,  forecast  19771 


+5 


Surplus  (+) 


nil 


Japan 

West 
Germany 

Italy   Britain 

Canada 

France 

U.S. 

— 

Deficit(-) 

-5 

-10 

Current  account  +  Trade  in  goods  and  services  combined 
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HANDOUT  1-7  (continued) 


Trade  with  the  United  States: 

The  United  States  increased  its  share  of  Canadian  trade  in 
both  directions,  from  68.1%  of  imports  in  1975  to  70.2%  in 
1977,  and  from  65.3%  of  exports  in  1975  to  69.9%  in  1977. 
Imports  from  the  U.S.  increased  9.0%  and  15.0%  in  1977, 
compared  with  8%  and  12.0%  respectively  for  total  imports. 
Exports  increased  even  faster,  gaining  19.0%  over  the 
previous  year  in  1976  and  20.0%  in  1977,  compared  with  15.0% 
and  16.0%  respectively  for  total  exports. 

After  adjusting  for  conceptual  differences,  which  normallly 
adds  to  the  balance  calculated  from  Canadian  data,  the 
reconciled  trade  surplus  with  the  U.S.  measured  $0.7  billion 
compared  with  a  1975  deficit  of  U.S.  $1.3  billion. 

An  important  part  of  Canada's  trade  with  the  U.S.  is  the  free 
passage  of  automotive  products.   The  ratio  of  exports  divided 
by  imports  has  fallen  steadily  from  a  high  of  112.5%  in  1970 
to  77.2%  in  1975.   It  recovered  to  88.6%  in  1976  and  89.9%  in 
1977. 

Automotive  parts  account  for  a  much  larger  proportion  of 
imports  of  automotive  products  than  of  exports  because  a  high 
volume  of  parts  are  imported  into  Canada,  assembled  and 
exported  in  the  form  of  complete  vehicles.   In  this  instance 
parts  refers  to  components  designed  for  motor  vehicles  or 
motor-vehicle  engines.   Excluded  are  some  general  purpose 
components  which  may  be  used  elsewhere  than  in  a  motor 
vehicle,  such  as  tires,  radios,  batteries  and  generators. 
Parts  accounted  for  61%  of  automotive  imports  in  1977 
compared  with  37%  of  exports. 

Exports  of  automotive  goods  have  grown  more  rapidly  than 
imports  in  both  1976  and  1977.   Exports  of  vehicles  were  up 
23%  in  1976  and  25%  in  1977  compared  with  increases  of  6%  and 
22%  in  1977  compared  with  gains  of  19%  and  24%  respectively 
for  imports.   For  automotive  parts,  exports  were  up  43%  in 
1976  and  22%  in  1977  compared  with  gains  of  19%  and  24% 
respectively  for  imports.   Other  year-to-year  import  changes 
significant  in  1977  were  end  products  which  increased  15%  (at 
the  same  rate  as  total  imports  from  the  U.S.).   Growth  was 
particularly  strong  in  the  automotive  sector  with  the  1977 
increase  in  total  automotive  imports  from  the  U.S.  at  22%. 
This  was  counterbalanced  by  relatively  low  increases  of  6% 
for  machinery,  10%  for  other  equipment  and  tools  and  no 
growth  for  personal  and  household  goods.   Fabricated  material 
imports  increased  13%,  food,  feed,  beverages  and  tobacco  14%, 
and  crude  materials  28%,  growth  in  crude  petroleum  imports 
being  an  important  factor. 
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Increases  in  Canadian  exports  to  the  United  States  in  1977 
compared  with  1976  were  between  22%  and  30%  for  all  sections 
apart  from  crude  materials  which  increased  only  2.6%.   Crude 
material  exports  were  affected  by  a  23.4%  drop  in  crude 
petroleum  exports  counterbalanced  by  a  25.5%  increase  in 
natural  gas  exports. 

End-product  exports  to  the  United  States  increased  22%  in 
1977.   Automotive  exports  increased  24%  industrial  and 
agricultural  machinery  25%,  other  equipment  and  tools  17%, 
apparel  and  footwear  24%.   There  was  no  increase  in  personal 
and  household  goods  exports.   Fabricated  materials  increased 
30%.   Sharp  increases  were  shown  by  electricity  of  133%, 
aluminum  66%,    lumber  56%  and  iron  and  steel  products  38%. 
Food,  feed,  beverages  and  tobacco  increases  22%.   Fruits  and 
vegetables  and  preparations  increased  63%  and  whiskey  22%. 


Trade  With  Other  Countries: 

Japan's  share  of  Canadian  imports  increased  from  3.5%  in  1975 
to  4.3%  in  1977.   Canadian  exports  to  Japan  declined  from 
7.1%  in  1973  to  5.7%  in  1977. 

Canadian  trade  with  the  United  Kingdom  continued  to  decline, 
from  6.0%  of  imports  in  1967  to  3.0%  in  1977,  and  from  10.3% 
of  exports  in  1967  to  4.4%  in  1977.   Canada's  share  of  trade 
with  other  European  Economic  Community  (EEC)  countries  has 
remained  fairly  stable  over  the  last  10  years  and  in  1977 
stood  at  5.6%  for  imports  and  6.3%  for  exports. 


International  Trade: 

Summary: 

There  was  a  strong  recovery  for  exports  of  about  15%  in  both 
1976  and  1977  following  the  recession  year  of  1975  when 
exports  increased  only  2.5%  from  1974.   Imports  grew  less 
rapidly  than  exports,  increasing  8%  in  1976  and  12%  in  1977. 

The  stronger  growth  in  exports  compared  with  imports  was 
reflected  in  the  trade  balance  which  changed  from  a  deficit 
of  $1.4  billion  in  1975  to  surpluses  of  $0.7  billion  in  1976 
and  $2.1  billion  in  1977.   The  1977  improvement  in  the  trade 
balance  coincided  with  a  decline  in  1977  of  7.8%  in  the  value 
of  the  Canadian  dollar  against  the  U.S.  dollar.   Trade 
balances  are  given  on  a  customs  basis.   Trade  balances  are 
also  available  on  a  balance-of -payments  basis,  reflecting  a 
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number  of  adjustments  applied  to  the  customs  total  to  make 
them  consistent  with  the  concepts  and  definitions  used  in  the 
System  of  National  Accounts. 

Import  and  export  price  indexes  showed  almost  no  increase  in 
1976  compared  with  1975.   Import  prices  increased  less  than 
1%  compared  with  16%  in  1975  and  export  prices  less  than  3% 
compared  with  11%  in  1975.   Both  indexes  accelerated  in  1977 
but  at  a  more  moderate  pace  than  the  peak  years  of  1974  and 
1975  for  imports,  and  1973  and  1974  for  exports.   Import 
prices  were  up  12%  in  1977  compared  with  1976,  the 
depreciated  Canadian  dollar  being  a  significant  factor. 
Export  prices  were  up  6% .   A  major  contributor  to  the  lower 
export  price  index  increases  in  1976  and  1977  was  the 
weakness  of  food,  feed,  beverage  and  tobacco  prices  which 
were  down  5%  from  the  previous  year  in  1976  and  down  10%  in 
1977,  a  considerable  factor  being  the  weakness  of  wheat 
prices,  down  14%  in  1976  and  23%  in  1977. 

Import  volume  grew  less  than  1.0%  in  1977  compared  with  a 
9.0%  increase  for  domestic  exports.   Import  volume  was  down 
from  the  previous  year  for  all  sections  apart  from  end 
products  which  increases  only  2.0%.   Export  volume  increased 
for  all  sections  apart  from  crude  materials,  down  4.0%, 
affected  by  weakness  in  world  demand  for  metal  ores  and  a 
reduction  in  crude  petroleum  exports  to  half  the  peak  level 
reached  in  1974. 

Of  1977  import  value,  61.9%  was  accounted  for  by  end 
products.   Fabricated  materials  accounted  for  16.7%,  crude 
materials  for  12.6%,  and  food,  feed,  beverages  and  tobacco 
for  7.7%.   Largest  commodity  import  groups  were  motor 
vehicles  and  parts  27.0%,  up  from  24.0%  in  1975,  industrial 
machinery  8.3%,  crude  petroleum  7.7%,  down  from  9.5%  in  1975, 
chemicals  4.8%  and  agricultural  machinery  3.2% 

End  products,  although  only  half  as  important  for  exports  as 
for  imports,  accounted  for  slightly  more  than  one-third  of 
total  export  value  in  1977,  34.5%  compared  with  32.2%  in 
1975.   Fabricated  materials  also  accounted  for  just  over 
one-third  of  exports,  34.4%  in  1977  up  from  30.3%  in  1975. 
Crude  materials  accounted  for  20.4%  and  food,  feed,  beverages 
and  tobacco  for  10.1%. 

In  1977  the  most  important  export  commodities  were  motor 
vehicles  and  parts  23.4%  up  from  21.9%  in  1975,  lumber,  wood 
pulp  and  newsprint  16.0%,  crude  and  fabricated  metals  includ- 
ing ores  and  concentrates  14.5%,  natural  gas  4.7%  up  from 
3.4%  in  1975,  crude  petroleum  4.0%,  down  from  6.2%  in  1975, 
and  wheat  4.2%,  down  from  6.2%  in  1975. 
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GRADE    ELEVEN 


ACTIVITY  1 


THE  LIMITS  TO  GROWTH 


11.1.1 


TITLE: 

RECOMMENDED  USE: 
FOCUS  QUESTION: 


TIME  REQUIRED: 

CONCEPT: 

RELATED  CONCEPTS 


LIMITS  TO  GROWTH 

Grade  11  -  Topic  B 

What  impact  will  current  rates  of  economic 
growth  have  on  the  world's  environment  and 
resource  base,  and  hence,  on  our  future 
lifestyle  and  standard  of  living? 

Three  to  four  class  periods 

Scarcity  -  Economic  growth 

Productive  resources 
Supply  and  demand 
Wealth  distribution 
Decision  making 
Choice  criteria 
Trade-offs  among  goals 


INSTRUCTIONAL  OBJECTIVES: 

1.  The  student  will  analyze  data  (both  current  and 
predicted)  on  trends  in  world  production  and  consumption 
as  related  to  the  diminishing  natural-resource  base  and 
to  pollution. 

2.  The  student  will  identify  and  describe  the  major  argu- 
ments of  those  who  are  concerned  about  pollution  and  the 
long-term  adequacy  of  resources  to  supply  the  world's 
needs,  as  well  as  the  major  arguments  of  those  who 
believe  that  such  concerns  are  overstated  or 
unrealistic. 


The  student  will  respond  to  the  question  of  how  long 
world  economic  growth  can  be  sustained,  by  weighing 
various  arguments  dealing  with  the  pollution  and 
resource  situation  in  the  world  today. 
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4.    Students  will  state  their  personal  expectations  for  the 
future  and  justify  these  on  the  basis  of  their  stance  on 
the  "limits  to  growth". 

RATIONALE: 

In  consideration  of  the  generally  accelerating  rate  of  change 
in  most  societies,  and  expanding  industrialization  in 
particular,  the  increasing  use  of  the  world's  resources  and 
the  accompanying  pollution  and  environmental  deterioration 
may  have  crucial  implications  for  our  future. 

While  some  people  predict  that  resources  are  being  used  so 
rapidly  and/or  pollution  is  being  produced  on  such  a  scale 
that  a  "doomsday"  is  bound  to  result,  others  foresee  a  future 
of  economic  growth  and  plenty.   According  to  the  first 
argument,  this  "doomsday"  would  take  the  form  of  a  stagnant 
or  deteriorating  lifestyle  or  standard  of  living  (without  the 
support  base  of  necessary  resources  and  with  the  debilitating 
affects  of  pollution).   According  to  the  opposing  position, 
the  future  could  be  a  Utopia  in  which  science,  technology  and 
human  innovation  in  general  will  encourage  a  continous 
economic  expansion  and  an  advancing  standard  of  living  for 
all. 

This  activity  provides  an  opportunity  for  students  to  examine 
various  positions  and  possibilities,  so  as  to  arrive  at  their 
own  conclusions  on  this  issue. 

(Note:  On  such  a  vast  and  complex  issue,  it  must  be  stressed 
that  all  conclusions  from  such  a  limited  investigation,  be 


*   Adapted  from  Master  Curriculum  for  the  Nation's  Schools, 
Part  II,  Strategies  for  Teaching  Economics:   World  Studies 
(Secondary).   New  York:   Joint  Council  on  Economic 
Education,  1980. 
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considered  "exploratory"  and  tentative.   This  acknowledgement 
does  not  negate  the  value  of  initiating  some  thought,  or  of 
increasing  the  validity  of  previously-held  stands,  on  the 
issue ) . 

MATERIALS: 

A  master  copy  of  handouts  11-1,  11-2,  11-3,  11-4  and  11-5 
(the  latter  two  for  duplication  and/or  transparency 
purposes) . 

PROCEDURES: 

1.  To  help  students  relate  the  lesson  to  their  own  lives, 
have  each  develop  a  list  of  ten  personal  expectations 
for  the  future.   It  should  contain  matters  such  as  their 
expectations  with  regard  to  having  a  family,  to  holding 
a  particular  job,  to  the  amount  of  leisure  time  they 
hope  to  have  and  how  it  would  be  spent,  the  kind  of  home 
and  general  environment  -  including  the  type  of  area  - 
they  wish  to  live  in,  the  goods  and  services  they  would 
like  to  enjoy  (e.g.  clothing,  transportation,  medical 
care,  food) ,  etc. 

After  students  have  completed  their  lists  ask  them  to 

rank  the  items  in  order  of  preference.   Be  sure  to  have 

students  place  the  lists  in  their  notebooks  for  future 
reference. 

2.  Distribute  Handout  11-1.   Have  students  read  through  the 
portion  entitled  "Background"  and  direct  their  attention 
to  the  world  model  in  Figure  1.   Then  have  them  answer 
the  questions  which  follow.  (The  students  could  either 
work  individually  recording  their  answers,  or  they  could 
be  asked  to  discuss  answers  to  the  questions  in  groups. 
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with  a  spokesperson  being  responsible  for  reporting  back 
to  the  full  class).   NOTE:   Viewing  of  film,  The  Limits 
to  Growth  would  be  very  enlightening  here.   See  other 
suggested  references  under  Notes  to  the  Teacher  in  the 
introduction. 

It  should  also  be  noted  that  explanation  of  terms  used 
in  Handout  11-1  will  be  necessary  prior  to  step  2. 
These  terms  include  system  dynamics,  feedback  loops  and 
servo-mechanisms . 

(a)  Based  on  your  reading  to  this  point  and  your  study 
of  Figure  1,  how  do  you  think  living  conditions  in 
the  year  2000  will  differ  from  living  conditions  in 
1900?  How  will  living  conditions  in  2100  differ 
from  those  that  exist  now  (or  those  existing  in  the 
year  2000)?   What  seem  to  be  the  prospects  for  the 
22nd  century  (2100  -  2200)? 

("In  short,  by  about  2050  a  dismal  world  will  have 
come  into  being.   There  will  be  a  large  population 
and  few  resources  to  provide  for  its  needs. 
Consequently,  living  standards  will  fall  far  below 
those  of  the  present."   The  students'  answers  to 
the  three  specific  questions  above  should  be  more 
detailed) . 

(b)  Explain  why  food  per  capita,  industrial  output  per 
capita,  and  pollution  all  show  rapid  increases,  and 
indicate  the  consequences. 

[Increasing  population  and  increasing  consumption 
per  capita  increase  the  demand  for  food  and 
industrial  products.   The  necessary  increase  in 
industrial  output  causes  more  pollution  as  a 
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by-product.   Even  in  food  production  the  manufac- 
ture of  machinery  like  combines  and  transportation 
vehicles,  and  the  manufacture  and  use  of  pesticides 
and  fertilizers,  cause  considerable  pollution. 

Now,  as  increased  production  in  all  areas  depletes 
the  necessary  natural  resources  (see  decreasing 
resources  in  Figure  1),  the  support  base  for  that 
very  production  is  lost.   With  production  being 
forced  to  fall  off,  the  pollution  that  had  been 
created  by  that  production  falls  as  well.] 

(c)   Why  is  the  population  shown  as  continuing  to 
increase  after  food  and  industrial  output  per 
capita  start  to  decline? 

(A  decline  in  life-supporting  elements  -  whether 
food,  shelter,  or  machinery  -  will  hardly  produce 
an  immediate  affect  on  the  total  population 
numbers.   First  of  all,  the  loss  of  these  elements, 
even  food  supplies,  seldom  brings  immediate  death. 
Secondly,  man  is  an  adaptable  animal.   For  example, 
he  may  find  new  sources  of  food  (previously 
unacceptable)  or  new  methods  of  producing  food.   He 
may  simply  learn  to  do  with  less;  for  example,  get 
by  with  fewer  labor-saving  devices.   (Many  would 
claim  a  good  portion  of  humanity  is  living  "high  on 
the  hog"  as  it  is). 

Thirdly,  the  factors  of  production  would  not  grind 
to  a  halt  in  an  abrupt  manner.   Capital  equipment, 
for  example,  though  deteriorating,  might  "hobble 
on"  for  a  time.   Also,  resource  depletion  is  not  an 
instantaneous,  but  a  gradual  process. 
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At  least  one  other  factor  which  would  be 
responsible  for  the  "lag  effect"  is  population 
momentum.   As  opposed  to  the  foregoing   reasons 
involving  the  death  rate ,  this  factor,  involves  the 
birth  rate.   Momentum  is  a  product  of  having  many 
women  of  child-bearing  age,  or  potential  child- 
bearing  age  in  the  population.   Hence,  even  if  each 
mother  limits  family  size  to  the  replacement  level , 
simply  because  there  may  be  a  surge  in  the  number 
of  mothers,  population  will  expand  until  the  age 
structure  of  world  population  indicates  equal 
numbers  of  people,  young  and  old,  male  and  female. 

(d)  What  factors  cause  the  decline  in  population  shown 
in  Figure  1,  apart  from  voluntary  limitation  of 
family  size? 

(High  rates  of  infant  mortality,  lack  of  sufficient 
food,  inadequate  health  services,  death  from 
pollution,  a  severe  decline  in  available  resources 
and  in  industrial  output  per  capita) 

(e)  Resource  depletion  in  the  model  occurs  earlier  than 
population  decline.  How  would  this  relative  timing 
affect  the  standard  of  living? 

(Cause  it  to  deteriorate  in  various  ways  - 
questions  "a"  and  "b") 

At  this  point  thoughts  and  findings  could  be  shared  and 
discussed  as  a  full  class. 

3.    Direct  students'  attention  to  Figure  2.   In  Figure  2, 

the  authors  of  The  Limits  to  Growth  show  the  effects  of 


» 
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their  "stabilized  world  model".   According  to  these 
people,  this  model  depends  on  carrying  out  policies  to 
recycle  resources,  control  pollution,  increase  the 
lifetime  of  capital  equipment,  replace  worn-out  capital 
equipment  but  not  allow  it  to  increase,  stabilize 
population,  and  change  consumption  patterns.   Have  the 
students,  again  in  small  groups,  or  as  a  full  class 
discuss  the  following: 

(a)  How  could  such  policies  be  carried  out?   Would  they 
come  about  only  through  government  intervention  or 
could  they  come  about  through  "natural  forces"  such 
as  those  of  the  market  and  of  personal 
preferences?   What  about  a  combination  of  the 
foregoing? 

(b)  How  likely  is  it  that  such  policies  or  results  will 
be  achieved? 

4.    Now,  have  the  students  read  the  remainder  of  Handout 
11-1  (Critiques).   Then  have  them  individually  or  in 
groups   respond  to  the  following  (have  them  follow  the 
procedure  used  in  step  2): 

(a)   What  are  some  of  the  reservations  of  economists 
about  "the-limits-to-growth"  argument  that  are 
cited  in  the  reading? 

(Ignores  price  mechanism;  is  pessimistic  about 
future  technological  advance;  does  not  allow  for 
changes  in  demand  patterns  of  consumers  as  incomes 
rise;  ignores  historical  experience  about 
population  growth;  does  not  differentiate  between 
the  economic  problems  of  different  types  of 
countries) . 
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(b)   Which  view  do  you  tend  to  favor?   The  view 

expressed  in  The  Limits  to  Growth  or  the  view 
expressed  by  the  economists?   Give  reasons  where 
possible.   (This  could  be  considered  an  initial 
position  or  hypothesis,  depending  on  the  depth  of 
analysis  desired  in  step  5.) 

After  completing  the  above  "position  taking"  give  the 
students  Handout  11-3.   They  should  read  the  article  and 
summarize  the  issues  by  developing  lists  of  the 
arguments  used  by  supporters  and  critics  of  the 
"limits-to-growth"  model.   At  the  same  time  they  could 
evaluate  their  previous  position  and  reasons,  modifying 
if  necessary. 

(Note:   to  supplement  Handout  11-3,  the  student  could 
make  use  of  the  articles  on  pages  131-134  of  World 
Prospects ,  a  primary  reference  for  Topic  B;  similar  and 
also  additional  arguments  are  raised  in  these  articles.) 


6.  Distribute  Handout  11-2  and  have  students  read  it.  (The 
purpose  of  the  reading  is  to  give  students  a  more 
concrete  understanding  of  the  kinds  of  specific  events 
in  economies  and  markets  that  lead  many  economists  to  be 
skeptical  of  "limits-to-growth"  arguments.  This  reading 
could  be  optional  but  it  is  essential  tc  the  supply-and- 
demand  argument.) 

(Note:   some  qualifications  on  content:  the  entire  case, 
for  ease  of  comprehension  and  "point-making",  is  an 
over-simplification  of  reality.   For  example,  the 
limited  time  frame  is  not  very  realistic.   Also,  much  of 
the  analysis  is  of  a  "partial-equilibrium"  nature:   the 
copper  market  cannot  not  really  be  analyzed  in  a  vacuum; 
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more  attention  would  have  to  be  directed  towards  copper 
substitutes  and  the  interaction  between  markets  for 
other  metals . ) 

Full-class  discussion  could  be  initiated  by  asking: 

(a)  January,  1985:   What  has  caused  copper  prices  to 
skyrocket? 

(Reduction  in  supply  and  increase  in  demand.) 

(b)  July,  1985:   Why  are  utility  companies  seeking 
alternatives  to  copper? 

(To  prevent  a  sharp  rise  in  their  costs.  Much  more 

expensive  copper  would  also  force  them  to  raise  the 

price  of  electricity,  which  would  cut  the  demand 
for  it). 

(c)  August,  1985:   Previously,  it  had  been  unprofitable 
to  obtain  copper  from  igneous  rock.  Why  has  it 
suddenly  become  an  alternative?   Can  you  relate 
this  situation  to  efforts  to  exploit  new  sources  of 
fossil  fuel? 

(In  both  cases  rising  prices  enable  producers  to 
consider  sources  of  raw  material  that  were 
unprofitable  to  produce  before  the  prices 
increased) . 

(d)  November,  1985:   Why  has  the  price  of  copper 
fallen? 

(The  market  structure  has  changed  as  people  have 
found  substitutes,  the  alternatives  proved  to  have 
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advantages  over  copper,  and  manufacturers  don't 
want  to  take  the  risk  of  using  copper  again.   In 
the  end,  supplies  of  copper  become  plentiful  again, 
but  demand  is  lower  than  it  used  to  be). 

(e)   Is  the  scenario  believable?   Is  the  outcome 

satisfactory?   Is  the  outcome  fair  to  all?   If  not, 
which  parties  gained,  which  parties  lost?   Are 
there  realistic  alternative  scenarios?   What  might 
they  be?   Would  the  outcomes  be  more  or  less 
satisfactory  than  the  outcome  of  the  scenario  as 
presented?   Why? 

(Open-ended  discussion  on  "e") 

EVALUATION: 

Instruct  students  to  study  the  list  made  earlier  concerning 
their  individual  expectations  for  the  future.  In  a  short 
essay  they  are  to: 

1.  State  what  changes,  if  any,  they  would  make  in  the  items 
listed  and/or  the  priority  ranking; 

2.  Justify  their  decision  to  change  or  to  maintain  their 
original  lists  on  the  basis  of  the  limits-to-growth 
argument  or  alternative  scenarios  of  the  future. 

SUGGESTED  FOLLOW-UP: 

1.    Investigate  an  actual  shortage  situation  on  a  resource 
like  petroleum  to  parallel  the  hypothetical  copper 
scenario.   (To  determine  the  scarcity  implications  such 
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as  pricing,  demand,  incentives  for  exploration  and  the 
development  of  alternatives  and  influence  on  lifestyle 
or  standard  of  living). 

2.    To  give  the  research  a  broader  scope,  students 
could  analyse  other  alternatives  or  positions  on  the 
"doomsday  vs  Utopia"  continuum.   People  like  Paul 
Erlich,  on  the  pessimistic  extreme,  Herman  Kahn  on  the 
optimistic  extreme,  and  countless  others  somewhere  in 
between,  could  all  be  evaluated.   Optimistic  facts  and 
arguments  could  be  weighed  against  facts  and  arguments 
of  the  pessimistic  variety  in  arriving  at  an  even  more 
comprehensive  and  valid  conclusion.   Such  an  analysis, 
or  even  the  foregoing  exercises,  could  culminate  in  a 
formal,  structured  debate  involving  class  members. 

CROSS-REFERENCING : 

1.  Textbooks  (references  recommended  as  primary  by  the 
Department  of  Education). 

(a)  Challenge  for  Change:   Fagan  and  Andrews 

(b)  World  Prospects:   Molyneux  and  Olson 

(c)  Environmental  Concerns,  The  World:   Sweeney 

2.  Kanata  kits:   nonapplicable 

3.  Teaching  Units:   nonapplicable 

4.  Other  topics  within  the  Senior  High  Curriculum:   non- 
applicable. 
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ON  "THE  LIMITS  TO  GROWTH" 

Background 

When  Thomas  R.  Malthus,  the  early  nineteenth-century 
economist,  predicted  eventual  disaster  because  population 
would  outrun  the  food  supply,  many  people  branded  him  a 
crackpot.   More  than  a  hundred  years  elapsed  before  the 
Malthusian  specter  was  widely  recognized  as  a  grim  reality  in 
many  parts  of  the  world.   And  even  then,  it  took  several 
decades  before  enough  people  began  to  concern  themselves  with 
it. 

Two  groups  that  have  become  very  much  concerned  with  the 
problem  are  the  so-called  "doomsayers"  and  their  critics. 
The  doomsayers  are  best  represented  by  the  Club  of  Rome,  an 
international  business  association  which  sponsored  two  somber 
bestsellers.  The  Limits  to  Growth  (Potomac  Associates,  1972) 
and  Mankind  at  the  Turning  Point  (Dutton  1974).   Critics  of 
the  doomsayers  include  many  economists  as  well  as  "futurolo- 
gists."   Among  the  latter  group  are  Herman  Kahn  and  his 
associates  at  the  Hudson  Institute,  a  private  consulting  firm 
specializing  in  long-range  predictions. 

Doomsayers:   Shades  of  Malthus 

The  doomsayers  use  "system  dynamics"  to  construct  a  computer 
model  that  simulates  the  conflict  between  economic  growth  and 
human  survival.  In  The  Limits  to  Growth  the  conclusion  drawn 
is  that  further  progress  must  take  man  over  the  edge  of  the 
abyss  and  result  in  the  end  of  civilization  sometime  during 
the  last  half  of  the  next  century. 

The  study,  which  aroused  worldwide  interest,  rested  on  two 
basic  propositions: 

1.  Five  controlling  variables  -  population,  food  production, 
industrialization,  pollution,  and  consumption  of 
nonrenewable  natural  resources  -  determine  the  course  of 
economic  growth.   These  variables  are  all  interconnected; 
in  the  language  of  servomechanics ,  the  variables  interact 
on  one  another  through  feedback  loops. 

2.  The  annual  increase  of  the  five  controlling  variables 
follows  a  pattern  that  mathematicians  call  exponential 
growth.   This  means  that  the  variables  expand  at  an 
accelerating  rate,  sometimes  even  geometrically,  thereby 
doubling  within  certain  time  intervals. 


11.1.13 


The  study  shows  that  under  different  sets  of  assumptions 
interactions  among  the  five  controlling  variables  trace 
out  different  growth  paths.   However,  they  always  lead  to 
the  same  end  result:   the  eventual  collapse  of  civiliza- 
tion around  the  year  2075,  give  or  take  as  much  as  25 
years  . 

For  example,  what  would  happen  if  worldwide  birth-control 
measures  were  introduced?   A  lowered  birth  rate  would  effect- 
ively increase  per  capita  food  production  and  capital  invest- 
ment.  According  to  the  computer  model,  population  would  then 
expand  to  take  advantage  of  the  larger  food  supply,  while 
increased  industrialization  would  accelerate  the  pollution 
crisis.   Even  a  cut  in  the  birth  rate  by  as  much  as  one-third 
(which  is  highly  improbable)  would,  according  to  the  study, 
delay  the  impending  disaster  by  only  20  years  at  best. 

Similiar  dire  results  are  projected  when  other  conditions  of 
the  model  are  allowed  to  vary.   For  instance,  if  new  natural 
resources  are  developed,  capital  investment  and  industrial- 
ization will  be  encouraged;  this  will  stimulate  population 
growth  -  and  eventual  collapse  from  pollution. 
Alternatively,  if  pollution  levels  are  reduced,  population 
will  grow  and  will  absorb  land  that  would  otherwise  be 
available  for  agriculture;  hence,  if  pollution  doesn't  put  an 
end  to  civilization,  starvation  will. 

And  so  it  goes,  with  each  possible  scenario  leading  to 
eventual  disaster,  as  typified  by  Figure  1,  which  shows  what 
would  happen  if  present  trends  continue.   Figure  2,  on  the 
other  hand,  illustrates  a  stabilized  world  model  approaching 
a  "steady  state"  or  "equilibrium"  condition.   This  is 
possible,  according  to  the  study,  only  if: 
(a)   average  family  size  is  limited  to  two  children,  (b) 
capital  investment  is  limited  to  replacing  worn-out  equip- 
ment, and  (c)  technological  innovations  such  as  recycling  and 
the  development  of  longer-lasting  machinery  succeed  in 
retarding  the  rate  of  resource  depletion. 


The  sections  titled  "Background"  and  "Conclusion:   Quantity 
Versus  Quality"   are  from  Contemporary  Economics,  3rd 
edition,  by  Milton  H.  .  Spencer,  pp.  330-332  (New  York: 
Worth,  1977).   The  section  titled  "Critiques"  is  from 
Economics :   An  Introduction  to  Analysis  and  Policy,  9th 
edition,  by  George  Leland  Bach,  1977,  pp.  613-614.   Reprinted 
by  permission  of  Prentice-Hall,  Inc.,  Englewood  Cliffs,  New 
Jersey. 
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Recent  Findings 

The  Limits  study  was  published  in  1972.   Recognizing  the 
embroyonic  nature  of  the  report,  two  engineering-systems 
scientists,  M.  Mesarovic  and  E.  Pestel ,  turned  out  a  revised 
and  updated  project  two  years  later:   Mankind  at  the  Turning 
Point.   Supported  by  a  team  of  about  sixty  collaborators  and 
consultants,  the  authors  of  the  newer  study  again  look  at  the 
world  through  a  computer.   However,  instead  of  treating  the 
entire  globe  as  an  undifferentiated  unit,  Mesarovic  and 
Pestel  construct  a  world  model  with  ten  regions,  some 
developed  and  some  underdeveloped.   Using  "scenario  analysis" 
-  the  insertion  of  specific  decisions  in  the  model  (such  as 
the  amount  of  foreign  aid,  investment,  price  of  oil,  etc.)  - 
alternative  policies  are  tested  by  projecting  their  long-term 
consequences.   As  in  the  earlier  study,  the  conclusions 
reached  in  the  more  recent  study  are  almost  equally 
pessimistic:   prolonged  regional  starvation  in  the 
underdeveloped  world  -  particularly  South  Asia  -  and 
regional,  if  not  world,  collapse,  perhaps  by  the  middle  of 
the  next  ce'ntury. 

Can  anything  be  done  to  prevent  this?   Perhaps,  say  the 
authors  of  Mankind  at  the  Turning  Point.   The  most 
significant  step  is  for  the  overcrowded,  underdeveloped 
countries  to  forumulate  some  sort  of  "population-equilibrium" 
policy.   Failure  to  do  so,  Mesarovic  and  Pestel  believe,  will 
drown  the  underdeveloped  countries  in  a  "sea  of  humanity". 

Critiques 

Although  the  "limits-to-growth  concept"  received  widespread 
acclaim  by  environmentalists,  most  economists  expressed 
serious  reservations.   Why? 

1.  The  price  system  appears  nowhere  in  the  Meadows 
analysis.   Yet  history  demonstrates  that  when  something 
becomes  scarce,  its  relative  price  rises,  with  the  three 
crucial  results  emphasized  in  the  text  -  increased 
production  and  new  modes  of  production;  reduced 
consumption;  and  development  of  substitutes.   This  has 
been  the  history  of  the  industrial  and  technological 
revolutions.   This  is  not  to  deny  that  supplies  of  some 
natural  resources  may  be  exhausted,  but  to  suggest  that 
this  process  will  stimulate  an  effective  search  for 
substitutes  and  means  of  extending  supplies. 

2.  Meadows'  assumptions  of  technological  advance  appear  to 
be  unduly  pessimistic.   Even  his  most  optimistic  models, 
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assuming  "unlimited  natural  resources",  seems  to  many 
observers  not  much  more  optimistic  than  the  actual 
performance  of  technical  advance  to  date.   This  is 
especially  true  in  the  critical  area  of  food  and 
agriculture. 

3.  Meadows  assumes  that  as  incomes  rise,  people  continue  to 
demand  the  same  mix  of  goods  and  services  as  in  the 
past.   Thus,  the  demand  for  manufactured  goods  rises 
sharply.   But  all  historical  evidence  suggests  that  as 
societies  grow  more  wealthy,  they  choose  a  rapidly 
growing  share  of  services  in  the  output  mix  they  demand. 
Such  a  shift  to  services  would  alleviate  the 
natural-resources  and  pollution  problems. 

4.  Meadows'  analysis  assumes  a  blind  continuation  of 
population  growth  until  it  is  checked  by  famine,  even  if 
world  living  standards  rise  dramatically.   Again, 
history  shows  convincingly  that  population  growth  slows 
with  affluence  and  rising  living  standards.   Even 
Malthus  recognized  that  voluntary  restriction  of  births 
might  occur  to  avoid  famine,  and  modern  birth  control 
methods  are  making  this  far  easier.   The  extremity  of 
Meadows'  population  asumption  is  indicated  by  the  fact 
that  beginning  with  two  people,  his  system  would  blow  up 
from  over-population  within  500  years.   As  one  critic 
put  it,  apart  from  putting  the  Garden  of  Eden  in  the 
fifteenth  century,  what's  new? 

5.  The  Meadows  analysis  is  entirely  on  a  one-world  basis. 
But  we  know  that  the  growth  issues  are  very  different 
for  different  nations.   Population  growth  rates, 
pollution,  availability  of  raw  materials  and  food,  and 
other  critical  variables  differ  widely  among  nations, 
especially  between  the  developed  and  less  developed 
countries.   An  analysis  that  fails  to  differentiate 
between  the  problems  facing  the  United  States  and 
Western  Europe  on  the  one  hand  and  Laos  and  India  on  the 
other  is  of  limited  use. 

CONCLUSION: 

Quantity  Versus  Quality 

In  light  of  these  conflicting  viewpoints,  is  economic  growth 
-  the  expansion  of  the  nation's  output  or  economic  pie  -  good 
or  bad?   The  issues  are  dramatic,  and  the  answers  are  by  no 
means  simple.   But  there  is  much  that  is  fruitful  in  the 
controversy.   The  "antigrowthers"  force  us  to  question  the 
values  of  growth  and  to  recognize  the  social  costs  that  a 
heedless  consumption  of  resources  may  entail.   The  "pro- 
growthers"  point  out  that  growth  (rather  than  redistribution) 
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will  eventually  eliminate  poverty,  and  that  only  affluent 
countries  can  afford  social  services  such  as  public  assist- 
ance and  free  medical  care  for  the  needy.   The  poor  countries 
have  not  achieved  the  rates  or  levels  of  growth  that  are 
required  to  provide  these  forms  of  redistribution. 

But  what  about  the  quality  of  life  in  the  next  century?   All 
things  considered,  the  fact  that  the  earth  may  be  able  to 
supply  a  much  larger  population  is  not  necessarily  the  point. 
More  fundamental  is  the  kind  of  life  which  a  larger  popula- 
tion will  experience.   The  idea  was  well  expressed  by  the 
British  philosopher  and  economist  John  Stuart  Mill  more  than 
a  century  ago: 

"A  population  may  be  too  crowded,  though  all  be  amply 
supplied  with  food  and  raiment.   If  the  earth  must  lose  that 
great  portion  of  its  pleasantness  which  it  owes  to  things 
that  the  unlimited  increase  of  wealth  and  population  would 
extirpate  from  it,  for  the  mere  purpose  of  enabling  it  to 
support  a  larger,  but  not  happier  or  a  better  population,  I 
sincerely  hope,  for  the  sake  of  posterity,  that  they  will  be 
content  to  be  stationary  long  before  necessity  compels  them 
to  it." 
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HANDOUT  11-2 
A  SCENARIO  ABOUT  COPPER  SHORTAGES 


January  1985  -  After  American  copper  resources  are  depleted 
in  the  late  1970 's  or  early  1980' s,  and  the  demand  for 
copper  doubles,  the  price  of  copper  rises  from  $1  per 
pound  in  1984  to  $10  per  pound  in  May,  1985. 

May  1985  -  As  the  value  of  scrap  copper,  most  of  which  is 
easily  salvageable,  increases  from  70  cents  to  $9  per 
pound,  metal  dealers  realize  that  existing  United  States 
copper  supplies  above  the  ground  amount  to  almost  90 
million  tons.   This,  if  salvaged,  would  be  worth  $1.7 
trillion.   A  rush  develops  to  locate  old  brass  beds, 
brass  handles,  copper  pots,  lamps,  locks,  and  all  other 
copper  scrap.   Sixty-five  billion  pennies,  now  worth  5 
cents  apiece,  are  turned  in  to  scrap  dealers. 

July  1985  -  Utility  companies  go  into  a  crash  program  to 

substitute  aluminium  for  copper  in  transmission  lines, 
engineers  begin  designing  copperless  heat  exchangers, 
many  radiant-heated  floors  and  walls  are  ripped  open  to 
get  the  copper  tubing  (for  scrap) ,  and  plumbers  are  in 
great  demand  to  replace  copper  pipes  and  tubing  in  homes 
and  buildings. 

August  1985  -  CBS  News  reports  one  engineer's  calculations 
that  copper  could  be  profitably  extracted  from  many  of 
the  above-average  grades  of  igneous  rock  at  a  cost  of 
about  $4  per  pound.  At  a  $6-per-pound  profit  from  the 
copper,  the  higher-grade  volcanic  rock  in  the  United 
States  is  now  worth  about  $5  a  ton  (net  profit)  and  the 
engineer  estimates  that  there  is  more  than 
$1,000  trillion  worth  of  this  rock  within  100  feet  of 
the  surface.   The  next  morning  there  is  a  stampede  at 
every  mining-claims  office  in  the  world. 

September  1985  -  People  line  up  with  barrels  full  of  copper 
artifacts  at  every  scrap  yard  in  the  developed  world, 
waiting  for  their  turn  to  sell. 

October  1985  -  A  major  retooling  has  been  accomplished; 

nearly  everything  that  used  to  be  made  out  of  copper  has 
been  redesigned  to  use  other  metals.   Where  used  at  all, 
copper  is  applied  in  only  a  very  thin  film,  by  an 
electroplating  process. 

November  1985  -  Quotations  on  copper  futures  (in  commodity 

markets)  plummet,  and  they  continue  to  crash  during  the 
next  38  days.   By  the  end  of  the  year  copper  is  once 
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again  $1  per  pound,  and  a  month  later  it  is  only  50 
cents  a  pound.   Some  of  the  new  alternatives  are  found 
to  have  unanticipated  advantages  over  the  original 
copper  construction,  many  substitute  projects  are 
already  underway,  and  manufacturers  are  loath  to  risk 
using  copper  again. 

December  1985  -  The  copper  affair  sends  shock  waves  through- 
out the  world's  economies;  some  organizations  go 
bankrupt,  and  many  people  who  had  bought  copper  futures 
at  $8  to  $10  a  pound  are  completely  ruined. 


What  the  Scenario  Signifies: 

1.  Copper  is  a  (recoverable)  resource.   Mining  and  smelting 
just  change  it  from  a  low-grade  ore  below  the  ground  to 
a  very  high-grade  ore  above. 

2.  The  aboveground  reserve  is  scattered  but  easily 
collectible  when  the  price  is  right. 

3.  There  will  be  about  90  million  tons  of  copper  in  the 
United  States  -  aboveground. 

4.  At  about  $4  a  pound  the  amount  of  copper  available  from 
ores  becomes  essentially  unlimited. 

5.  Nothing  made  in  quanitity  from  copper  today  is  critical. 
The  electrical  and  heat-conduction  properties  of  copper 
are  excellent,  but  substitues  are  available  and  some  may 
even  be  cheaper  once  the  capital  is  invested. 

6.  The  price  of  copper  will  be  limited  in  the  long-term 
future  by  the  cost  of  mining  it  from  lower-grade  ores  or 
extracting  it  from  marine  sources.   Either  source  will 
provide  copper  at   much  less  than  $4  a  pound  throughout 
the  next  century. 
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HANDOUT  11-3 
CAN  THE  WORLD  SURVIVE  ECONOMIC  GROWTH? 


....This  status  quo  prescription  -  the  report  calls  it 
"global  equilibrium"   -  is  as  chilling  as  the  doomsday 
prophecy.   Halting  economic  growth  is  not  merely  a  matter  of 
the  already  affluent  giving  up  such  frills  as  electric 
toothbrushes  or  power  windows.   Sacrifices  would  be  made  by 
the  poor,  who  have  not  yet  collected  the  benefits  of  the 
industrial  revolution... 

Redistribution  of  existing  wealth  is  no  solution,  because  the 
rich  and  middle  classes  would  not  give  up  their  wealth  unless 
it  was  forcibly  taken  from  them... 

More  than  that,  a  no-growth  world  would  have  extreme  diffi- 
culty providing  either  social  justice  or  freedom.   It  is  hard 
to  see  how  growth  could  be  halted,  or  even  substantially 
slowed,  without  a  world  dictatorship  -  the  more  so  as 
citizens  of  underdeveloped  countries  already  suspect  that  the 
no-growth  argument  is... (the)  white  man's  conspiracy  to  lock 
them  into  perpetual  poverty ... .Corporations  would  have  a  hard 
time  expanding;  for  every  one  that  did  expand,  another 
company  would  have  to  contract... 

Even  the  authors  of  the  Club  of  Rome  report  (see  Handout 
10-1)  confess  that  there  is  only  one  conceivable  reason  for 
stopping  growth:   (it)  is  the  only  way  to  prevent  certain 
global  cataclysm.   But  is  it  really? 

....  Critics  are  sharply  assailing  Meadows'  methodology. 
Their  most  telling  point  is  that  the  M.I.T.  computer  shows 
only  the  "bad"  trends  -  such  as  population  and  economic 
growth  -  increasing  exponentially.   Some  tendencies  that 
might  save  the  world  are  allowed  only  "linear"  growth,  as  in 
simple  interest  rates.   The  difference  is  dramatic.   At 
exponential  rates,  anything  that  grows  7%  a  year  would  double 
in  size  in  just  over  ten  years  and  increase  by  86,672%  in  100 
years.   But  at  linear  rates,  a  7%  increase  would  lead  to  a 
doubling  in  just  over  14  years  and  an  increase  of  700%  in  100 
years. 

Critics  of  the  Club  of  Rome  report  insist  that  exponential 
growth  is  also  possible  in  the  technology  that  enables 
society  to  utilize  new  resources,  wring  more  food  from  the 
land  and  curb  pollution.   In  the  resources  field,  some 
experts  sketch  this  scenario:   long  before  resources  run  out, 
scarcities  would  force  price  boosts.   The  expense  would  prod 
industrialists  and  consumers  to  substitute  one  material  for 
another,  develop  recycling  techniques  to  use  existing 
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supplies  more  efficiently,  and  redouble  effort  to  find  ways 
of  using  materials  -  for  example,  oil-bearing  shale  -  that 
were  previously  uneconomic  or  technically  impossible  to 
exploit.   Before  long,  commercial  harnessing  to  thermonuclear 
fusion  could  make  available  limitless  quantities  of  low-cost 
energy,  which  could  in  turn  be  used  to  unlock  new  raw 
materials  from  the  earth. 

Ecologist  Barry  Commoner,  a  vehement  foe  of  mindless  growth, 
considers  Meadows'  treatment  of  pollution  "quite  simplistic." 
It  assumes  that  more  growth  inevitably  means  more  pollution. 
Yet  the  alarming  rise  in  pollution,  says  Commoner,  has  been 
caused  not  by  growth  per  se  but  by  changes  in  the  composition 
of  growth  -  for  example,  the  post-war  shifts  from  soaps  to 
detergents.   Shifting  back  to  cleaner  (and  costlier)  products 
and  techniques  could  decrease  pollution  much  more  than  the 
Meadows  team  foresees,  while  permitting  output  to  continue 
rising.   In  essence,  the  Meadows  team  projected  current 
trends  into  the  future  without  analyzing  how  man  might  alter 
them.   The  whole  exercise,  say  critics,  proves  again  that  the 
past  is  a  shaky  gauge  of  the  future,  and  that  the  value  of 
the  conclusion  coming  out  of  a  computer  depends  totally  on 
the  quality  of  the  assumptions  programmed  into  it.   Computer 
(experts)  sum  up  this  idea  with  the  acronym  GIGO  -  "garbage 
in,  garbage  out." 

Yet  The  Limits  to  Growth  cannot  be  dismissed  as  just  another 
cry  of  wolf.   The  catastrophes  that  it  predicts  could 
happen. . . . 

Meadows  probably  erred  in  placing  the  potential  day  of 
reckoning  around  2050,  and  whether  it  comes  then  or  in,  say, 
3050  makes  a  gargantuan  difference  to  people  alive  today  - 
and  to  their  immediate  heirs.   The  later  it  is,  the  more 
chance  there  is  in  the  interim  of  raising  the  world's  poor 
toward  a  decent  life.   But  only  a  superoptimist  would  insist 
that  growth  can  continue  forever;  that  would  presuppose  that 
resources  are  literally  infinite.   Even  if  the  earth's 
resources  and  its  capacity  to  absorb  pollution  could  be 
extended  without  limit  -  or  if  humanity  could  colonize  other 
worlds,  no  one  could  be  certain  that  that  could  be  done 
rapidly  enough  to  permit  infinite  growth  at  the  pace  and  of 
the  type  occurring  today.   To  banish  the  Club  of  Rome's 
nightmares,  some  changes  in  growth  patterns  should  start 
now. 

Economists,  ecologists  and  entrepreneurs  should  strive  to 
increase  clean,  nonpolluting  growth  and  to  restrain  the  kind 
of  growth  that  exhausts  resources  and  pollutes  the 
environment.   One  problem  is  that  there  is  no  reliable 
indicator  that  measures  and  distinguishes  between  different 
kinds  of  growth.   Economic  performance  is  gauged  by  the  gross 


11.1  .21 


national  product,  a  truly  gross  and  misleading  measure. 
Activities  that  are  useless  (like  the  printing  of  reports 
that  the  recipients  throw  in  the  wastebasket  without  reading) 
or  even  destructive  (the  development  of  highly  polluting 
production  technologies)  swell  G.N. P.  as  long  as  money  is 
spent  on  them.   At  best,  G.N. P.  tends  to  overemphasize  the 
kind  of  growth  symbolized  by  steel,  stamping  presses,  cars 
and  dishwashers  -  precisely  the  kind  that  chews  up  natural 
resources  and  pours  out  pollution.... 

A  better,  even  if  less  precise  measure  of  economic  growth 
might  be  "an  increase  in  material  well-being."  In  poor 
countries,  the  redefinition  is  not  so  important:   their 
people  still  need  every  cooking  pot,  pair  of  shoes  and 
bicycle  that  can  be  produced. 

But  in  the  industrialized  world,  and  especially  in  the  U.S. 
it  is  possible  to  envision  a  policy  that  would  devote  a 
dwindling  share  of  new  investments  to  traditional  industry 
while  channeling  more  into  such  tasks  as  cleaning  streets, 
improving  education  and  law  enforcement,  upgrading  mass 
transit  and  expanding  low-cost  medical  service Litter- 
free  streets,  safer  trains,  better  medical  care  and  increased 
protection  against  muggings  might  well  increase  human  well- 
being  more  than  a  higher  output  of  cars,  chemicals  and 
electric  can  openers.   Unemployment  would  not  rise;  fewer 
people  would  work  in  basic  industries,  but  more  people  would 
find  jobs  as  teachers,  park  attendants  and  medical 
technicians.   Poorer  nations  could  continue  to  concentrate  on 
increasing  G.N. P.,  though  the  poor,  too,  should  ponder 
whether  they  might  not  be  better  off  building  bicycle  plants 
instead  of  auto  assembly  lines,  even  if  car  factories  raise 
G.N. P.  more. 

There  are  drawbacks.   The  Government  would  have  to  take  over 
more  of  the  direction  of  the  economy,  taxing  away  dollars 
that  citizens  otherwise  would  use  for  private  purchases  and 
pouring  them  into  public  investments...   Never  again,  for 
example,  could  industry  assume  that  almost  any  new  production 
technique  that  is  developed  must  be  put  into  use,  regardless 
of  whether  it  conserves  or  depletes  resources,  reduces  or 
increases  pollution.... 

To  carry  out  completely  such  a  shift  in  public  policy,  and 
the  change  in  popular  psychology  on  which  it  must  be  based, 
could  take  decades,  even  generations.   M.I.T.  computers  not- 
withstanding, society  probably  has  the  time.   But  it  must  not 
squander  that  time  in  a  heedless  pursuit  of  the  wrong  kind  of 
growth. 
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Questions  based  "Limits  to  Growth": 

Part  1 

a)   Based  on  your  reading  to  this  point  and  your  study 
of  Figure  1,  how  do  you  think  living  conditions  in 
the  year  2000  will  differ  from  living  conditions  in 
1900? 


How  will  living  conditions  in  2100  differ  from  those 
that  exist  now  (or  those  existing  in  the  year  2000)? 
What  seem  to  be  the  prospects  for  the  22nd  century 
(2100  -  2200)? 


b)  Explain  why  food  per  capita,  industrial  output  per 
capita,  and  pollution  all  "fall  off"  after  showing 
rapid  increases. 


c)   Why  is  population  shown  as  continuing  to  increase 
after  food  and  industrial  output  start  to  decline? 


d)   What  factors  cause  the  decline  in  population  shown 
in  Figure  1,  apart  from  voluntary  limitations  of 
family  size? 
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e)  Resource  depletion  in  the  model  occurs  earlier  than 
population  decline.  How  would  this  relative  timing 
affect  the  standard  of  living? 


Part  II 


a)   What  are  some  of  the  stated  reservations  of 

economists  about  the  "limits-to-growth"  argument? 


b)   Which  view  do  you  favor?   The  view  expressed  in  The 
Limits  to  Growth  or  the  view  expressed  by  the 
economists?   Give  reasons  where  possible. 
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HANDOUT  11-5 
A  SCENARIO  ABOUT  COPPER  SHORTAGES 


Questions 


a)   January,  1985:   What  has  caused  copper  prices  to 
skyrocket? 


b)   July,  1985:   Why  are  utility  companies  seeking 
alternatives  to  using  copper? 


c)   August,  1985:   Previously  it  had  been  unprofitable 
to  obtain  copper  from  igneous  rock.   Why  has  it 
suddenly  become  an  alternative?   Can  you  relate  this 
situation  to  efforts  to  exploit  new  resources  of 
fossil  fuel? 


d)   November,  1985:   Why  has  the  price  of  copper  fallen? 


e)   Is  the  scenario  believable?   Is  the  outcome 

satisfactory?   Is  the  outcome  fair  to  all?   If  not, 
which  parties  gained?  which  parties  lost?   Are  there 
realistic  alternative  scenarios?   What  might  they 
be?   Would  the  outcome  be  more  or  less  satisfactory 
than  the  outcome  of  the  scenario  as  presented? 
Why? 
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ACTIVITY  2 


FOREIGN  TRADE:   A  SIMULATION 
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TITLE: 

RECOMMENDED  USE: 
FOCUS  QUESTION: 

TIME  REQUIRED: 
CONCEPTS: 

RELATED  CONCEPTS 


FOREIGN  TRADE:   A  SIMULATION 

GRADE  11   TOPIC  B 

How  can  foreign  trade  meet  the  needs  of 
both  producers  and  consumers? 

Approximately  3  class  periods. 

Foreign  Trade 
Protectionism 
Free  Trade 

Tariffs 

Quotas 

Subsidies 

Embargoes 

Dumping 


INSTRUCTIONAL  OBJECTIVES: 


Students  will 


-  Explain  foreign  trade,  free  trade  and  protectionism. 

-  Define  tariffs,  quotas,  subsidies,  embargoes  and 
dumping . 

-  Present  arguments  for  and  against  free  trade   and 
protectionism. 

-  Participate  in  the  simulation  on  foreign   trade. 

-  Draw  conclusions  concerning  foreign  trade   which  would 
be  satisfactory  to  both  producers  and  consumers. 


RATIONALE 


Individuals,  businesses,  regions  and  countries  cannot  produce 
all  the  goods  and  services  they  need.   To  make  the  most 
efficient  use  of  the  scarce  resources,  specialization  and 
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division  of  labor  have  occurred.   Therefore,  these  indivi- 
duals, businesses,  regions  and  countries  must  purchase  many 
of  the  commodities  they  need  from  others.   Today,  practically 
all  countries  engage  in  foreign  trade.   The  governments  of 
countries  must  be  keenly  aware  of  the  interests  of  both 
producers  and  consumers.   Often  these  interests  appear  to  be 
at  odds  with  one  another  and  therefore,  considerably 
different  views  may  exist  regarding  foreign-trade  practices. 
Should  countries  trade  freely  or  should  protection  for 
domestic  industries  against  foreign  competition  be  provided? 
This  simulation  on  foreign  trade  is  designed  to  improve  the 
students'  understanding  of  this  problem. 

MATERIALS: 

One  copy  of  Handout  2-a,  2-b,  2-c  or  2-d  for  each  group 
member. 

One  copy  of  Handout  2-e  for  every  student. 

PROCEDURE : 

1.    Start  lesson  by  asking: 

(a)  Can  you  think  of  any  reasons  why  a  country  might 
want  to  restrict  imports  of  any  foreign  goods  or 
promote  exports  of  domestic  goods? 

(List  responses  on  the  chalkboard) 

(b)  What  are  some  of  the  methods  of  interfering  with 
international  free  trade? 

(International  free  trade  refers  to  the  exchange  of 
goods  and  services  between  nations  unimpeded  by 
protection  duties,  tariffs,  embargoes,  quotas, 
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subsidies,  dumping  or  other  devices  which  obstruct  their 
free  movement.) 

Methods  of  Protection: 

1.  Tariff  -  a  duty  or  tax  charged  by  a  country  on  its 
imports  from  another  country. 

2.  Embargo  -  a  legal  prohibition  against  the  import  or 
export  of  a  specified  good  or  service. 

3.  Quota  -  a  restriction  on  imports  or  exports  of  a 
specific  good,  either  in  terms  of  quantity  or  time, 
or  both. 

4.  Subsidies  -  grants  of  money  to  particular 
industries  or  groups  of  individuals  by  the  state. 

5.  Indirect  Methods  -  Governments  also  keep  out 
imports  and  protect  local  industries  and  jobs 
through  nontariff  barriers  such  as  their  purchasing 
policies,  restrictions  for  reasons  of  health,  etc. 

One  result  of  tariffs  is  dumping  which  is  the  sale  of  a 
product  on  a  foreign  market  at  a  price  below  that  at 
which  it  is  being  sold  on  the  domestic  market. 

2.    Divide  the  class  into  4  groups.   Designate  the  groups  as 
follows,  distributing  handouts  (one  for  each  group 
member)  as  indicated: 
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I.  STEEL  MANUFACTURES  (Handout  2.  a) 

II.  STEEL  USERS  (Handout  2.b) 

III.  RICE  PRODUCERS  (Handout  2.c) 

IV.  RICE  CONSUMERS  (Handout  2.d) 

Instruct  the  groups  to  discuss  each  of  the  questions 
listed  on  their  respective  handouts.   When  agreement  on 
answers  is  reached,  each  member  of  the  group  should 
write  the  group  decision  in  the  appropriate  space.   (A 
limit  may  be  placed  on  the  amount  of  time  groups  will  be 
allowed. ) 

3.  After  group  discussions  are  completed,  reorganize 
students  into  groups  of  four,  each  group  consisting  of 
two  steel  manufacturers  and  two  steel  users,  or  two  rice 
producers  and  two  rice  consumers.   The  opposing 
interests  should: 

(a)  Present  their  positions  as  to  what  government  trade 
policy  should  be. 

(b)  Attempt  to  formulate  a  trade  policy  to  which  both 
parties  agree. 

4.  Have  each  group  present  its  compromises  on  policy. 
Conduct  a  class  discussion  in  which  students  examine  the 
suggested  trade  policies  m  terms  of  their  potential 
benefits  or  costs  to  each  of  the  following: 

(a)  Can  you  name  all  the  products  involved  in  this 
controversy  ?   (Synthetic  fibers,  textiles,  steel, 
oil,  natural  gas,  plastics,  fertilizers.) 

(b)  What  is  the  basic  complaint  of  the  European  against 
the  Americans?   (The  U.S.  government  has  been 
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controlling  the  prices  of  the  chief  raw  materials  - 
oil  and  natural  gas  -  needed  to  make  synthetic 
fibers,  synthetic  textiles,  and  plastics.   There- 
fore, U.S.  manufacturers  of  these  products  have 
been  able  to  price  them  below  those  made  in  the 
Common  Market.   Producers  in  Britain  have  suffered 
most . ) 

(c)  What  is  the  basic  complaint  of  the  United  States 
against  the  European  Economic  Community? 
(Manufacturers  of  steel  in  the  Common  Market  can 
sell  it  in  the  United  States  below  prices  charged 
for  steel  by  U.S.  manufacturers  because  Common 
Market  manufacturers  receive  subsidies  from  their 
governments . ) 

(d)  What  do  Common  Market  and  U.S.  government  officials 
fear  may  happen  in  the  long  run?  (Mounting 
pressures  in  the  Common  Market  and  in  the  United 
States  for  protectionist  policies  and  actions.   If 
such  pressures  result  in  additional  trade 
restrictions,  the  amount  of  international  trade 
could  be  adversely  affected,  thereby  causing  slower 
economic  growth  and  an  increase  in  unemployment.) 
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HANDOUT  2-a 


STEEL  MANUFACTURERS   (Group  1) 


Name 


Class 


DIRECTIONS:   Your  group  represents  steel  manufacturers  in 
Eagleland.   Read  the  following  paragraph  and 
decide  whether  the  industry  would  be  in  favor  of 
free  trade,  protective  tariffs,  quotas  or 
subsidies  under  the  circumstances.   State  your 
reason  for  your  decision.   Answer  the  questions 
which  follow. 

The  emergence  of  an  efficient  steel  industry  in  Lionland  has 
cut  into  Eagleland 's  steel  production.   Eagleland 's  steel 
firms  have  been  priced  out  of  many  markets  around  the  world. 
They  are  now  even  struggling  with  foreign  competitors  for 
markets  in  neighboring  Beaverland.   Environmental  protection 
regulations  and  lower  productivity  have  driven  the  price  of 
Eagleland  steel  so  high  that  many  domestic  steel  users  are 
obtaining  larger  and  larger  quantities  from  imports.   Your 
group,  the  steel  manufacturers,  is  going  to  lobby  in  the 
National  Parliament  to  make  your  opinions  known.   To  do  so, 
you  will  need  to  take  a  position  on  the  following  questions. 

1.  What  policy  does  your  industry  want  the  government  to 
follow  and  why? 

2.  How  would  your  recommended  policy  affect  Eagleland  steel 
producers?   Why? 

3.  How  would  your  policy  affect  the  consumer  in  Eagleland? 

Why? 

4.  How  would  your  policy  affect  foreign  steel  producers? 
Why? 


5.    If  your  government  fails  to  adopt  your  stated  policy, 
what  compromises  would  you  accept? 


HANDOUT  2-b 
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STEEL  DSERS 


(Group  2) 


NAME 


Class 


DIRECTIONS 


Your  group  represents  the  Eagleland  automobile 
manufacturers,  an  industry  that  consumes  much 
steel.   Read  the  following  paragraph  and  decide 
whether  the  manufacturers  would  be  in  favor  of 
free  trade,  protective  tariffs,  quotas  or 
subsidies  under  the  given  circumstances.   State 
your  reasons  for  your  decision.   Answer  the 
questions  which  follow. 
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1.  What  policy  does  your  industry  want  the  government  to 
follow?   Why? 

2.  How  would  your  recommendations  affect  domestic  steel 
producers? 


3.  How  would  your  recommendations  affect  other  steel-using 
industries  and  consumers  in  Eagleland?   Why? 

4.  How  would  your  policies  affect  foreign  steel  producers? 

5.  If  the  National  Parliament  fails  to  adopt  your  policies, 
what  compromises  would  you  accept? 
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HANDOUT  2-c 


RICE  GROWERS 


(Group  3) 


NAME 


CLASS 


DIRECTIONS: 


Your  group  represents  the  rice  producers  of 
Eagleland.  Read  the  following  paragraph  and 
decide  whether  the  industry  would  be  in  favor  of 
production  controls.   State  your  reasons. 
Answer  the  questions  which  follow. 


From  1954  to  1974  the  Eagleland  Ministry  of  Argriculture 
controlled  the  production  of  rice.   It  did  so  by  setting 
annual  acreage  restrictions  on  the  planting  of  rice.   In  1974 
the  ministry  removed  the  restrictions,  and  1975-76  were 
bumper  years  for  the  Eagleland  rice  crop.   The  countries  of 
Dragonland  and  Elephantland  have  also  had  good  crops  and  have 
been  especially  successful  in  increasing  rice  exports  in 
recent  years.   Since  Eagleland  is  also  a  rice  exporter  and 
the  world  price  of  rice  has  dropped  from  $17.50  per  22  kilos 
in  June  1974  to  $6.75  in  1977,  partly  because  of  the  added 
large  supplies  from  Dragonland  and  Elephantland,  the 
government  of  Eagleland  is  deciding  whether  to  reinstate 
production  controls.   You,  the  rice  producers  of  Eagleland, 
are  very  concerned  about  the  falling  world  price  for  rice. 

1.    What  policy  do  you  want  your  government  to  adopt?   Why? 


2.  How  would  your  recommendations  affect  you  as  a  rice 
producer?   Why? 

3.  How  would  your  policies  affect  Eagleland  rice  consumers? 
Why? 

4.  How  would  your  policies  affect  foreign  rice  producers? 
Why? 

5.  If  the  National  Parliament  fails  to  adopt  your  policies, 
what  compromises  would  you  accept? 
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HANDOUT  2-d 
RICE  CONSDMERS  (Group  4) 

NAME  CLASS 


DIRECTIONS:   Your  group  is  an  organization  of  Eagleland 

consumers.   Read  the  following  paragraph  and 
decide  whether  the  industry  or  group  would  be  in 
favor  of  production  controls.   State  your 
reasons.   Answer  the  question  which  follow. 

From  1954  to  1974  the  Eagleland  Mnistry  of  Agriculture 
controlled  the  production  of  rice.   They  did  so  by  setting 
annual  acreage  restrictions,  on  the  planting  of  rice.   In 
1974  the  ministry  removed  the  restrictions,  and  1975-76  were 
bumper  years  for  the  Eagleland  rice  crop.   The  countries  of 
Dragonland  and  Elephantland  have  also  had  good  crops  and  have 
been  especially  successful  in  increasing  rice  exports  in 
recent  years.   Since  Eagleland  is  also  a  rice  exporter  and 
the  world  price  of  rice  has  dropped  from  $17.50  per  22  kilo 
in  June  1974  to  $6.75  in  1977,  partly  because  of  the  added 
large  supplies  from  Dragonland  and  Elephantland,  the 
government  of  Eagleland;  is  deciding  whether  to  reinstate 
production  controls.   Your  consumer  organization  is  very 
concerned  about  holding  down  the  cost  of  food. 

1.  What  policy  do  you  want  your  government  to  adopt?   Why? 

2.  How  would  your  recommendations  affect  Eagleland 
consumers?   Why? 

3.  How  would  your  policy  affect  Eagleland  consumers?   Why? 

4.  How  would  your  policy  affect  world  rice  producers?  Why? 

5.  If  the  National  Parliament  fails  to  adopt  your  stated 
policies,  what  compromises  would  you  accept? 
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E.E.C.  LETS  BRITISH  CURB  U.S.  FIBERS 
London  to  make  decision  Friday 


Brussels,  February  5,  1979   -  Western  European  governments 

agreed  today  to  allow  Britain  to  restrict  its  soaring  imports 

of  American  synthetic  fibres,  but  decided  not  to  allow  other 

countries  to  do  so,  to  lessen  the  danger  of  a  damaging  trans- 
Atlantic  trade  war. 

Foreign  ministers  of  the  nine  member  countries  of  the 
European  Economic  Community  accepted  a  report  by  their 
Executive  Commission.   It  said  the  damage  that  imports  of 
cheap  American  fibres  were  doing  to  Europes  textile  industry 
did  not  yet  justify  general  protectionist  measures,  although 
Britain's  case  might  be  an  exception. 

Tonight  Britain's  Conservative  Government  was  reported  moving 
toward  a  decision  to  put  new  restrictions  on  imports  of 
American  polyester  filament  yarn,  which  now  accounts  for  26 
percent  of  total  national  consumption  compared  with  less  than 
4  percent  in  1977. 

Britain's  trade  minister,  John  Nott,  said  he  was  grateful  for 
the  understanding  shown  his  country's  problems,  adding  that 
the  Government  would  announce  next  Friday  whether  it  planned 
restrictions. 

Retaliation  feared: 

Some  officials  here  expressed  concern  that  action  even  by 
Britain  alone  would  strengthen  the  hand  of  protectionist 
forces  in  the  United  States,  increasing  the  risk  of 
retaliatory  action  there.   But  others  hope  that  Britain's 
strong  support  for  President  Carter  in  the  Afghanistan  crisis 
will  dissuade  him  from  such  retaliation. 

By  deciding  against  Europe-wide  restrictions  on  U.S.  fiber 
imports,  the  nine  Common  Market  governments  and  the 
commission  hope  to  strengthen  President  Carter's  resolve  to 
resist  growing  pressures  by  the  American  steel  industry  for 
new  restrictions  on  European  steel  imports. 

They  also  believe  that  today's  decision  means  Europe  is 
keeping  its  end  of  the  private  bargain  that  Roy  Jerkins, 
commission  president,  made  with  President  Carter  in 
Washington  10  days  ago,  under  which  both  leaders  agreed  to 
fight  mounting  pressures  in  Europe  and  the  U.S.  for  protec- 
tionist action. 
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During  their  talks,  both  President  Carter  and  Mr.  Jenkins 
reportedly  agreed  that  any  new  trade  restrictions  carried  a 
high  risk  of  spreading  in  today's  difficult  economic  climate, 
undermining  Western  efforts  to  preserve  free  trade  despite 
slowing  economic  growth  and  rising  unemployment. 

U.S.  Price  Controls  Cited 

Western  European  governments  believe  that  America's  oil  and 
natural  gas  price  controls  now  give  its  synthetic  fiber  and 
other  plastics  manufacturers  an  increasingly  unfair  price 
advantage  in  overseas  markets.   But  in  the  U.S.,  steelmakers 
complain  that  European  steelmakers  are  being  unfairly 
subsidized  by  their  governments. 

On  February  18,  President  Carter  will  send  his  chief 
negotiator,  Reubin  Askow,  to  Brussels  to  try  to  resolve  these 
and  other  trade  disputes  smoldering  between  Europe  and  the 
U.S.   Officials  here,  however,  seem  doubtful  of  substantial 
progress. 

Meanwhile,  the  European  Economic  Community  has  opened 
discussion  with  the  U.S.  in  Geneva  on  the  broader  trade 
implications  of  energy  price  controls,  arguing  that  the 
Western  industrialized  world  should  accept  a  common  position, 
in  case  the  oil-exporting  countries  of  the  Middle  East  start 
providing  cheap  oil  feedstock  to  the  plastic  and  fertilizer 
industries  they  are  now  building. 

EVALUATION: 

1.  Have  students  explain  the  following  concepts: 

(a)  Foreign  trade 

(b)  Free  trade 

(c)  Protectionism 

2.  Have  students  define  each  of  the  following: 


(a) 

Tariffs 

(b) 

Quotas 

(c) 

Embargoes 

(d) 

Subsidies 

(e) 

Dumping 

Have  students  discuss  the  final  compromises  reached  in 
the  simulation.   (The  probable  conclusion  is  that  trade 
restrictions  benefit  some  parties  and  hurt  others. 
Economists,  however,  generally  agree  that  for  most 
nations  when  taken  as  a  whole,  the  benefits  of  free 
trade  outweigh  the  disadvantages.) 
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4.  Have  each  group  present  its  compromises  on  policy. 

Conduct  a  class  discussion  in  which  students  examine  the 
suggested  trade  policies  in  terms  of  their  potential 
benefits  or  costs  to  each  of  the  following: 

(a)  Can  you  name  all  the  products  involved  in  this 
controversy?   (Synthetic  fibers,  textiles,  steel, 
oil,  natural  gas,  plastics,  fertilizers). 

(b)  What  is  the  basic  complaint  of  the  European  against 
the  Americans?   (The  U.S.  government  has  been 
keeping  the  prices  of  the  chief  raw  materials  -  oil 
and  natural  gas  needed  to  make  synthetic  fibers, 
synthetic  textiles,  and  plastics  -  under  price 
controls.   Therefore,  U.S.  manufacturers  of  these 
products  have  been  able  to  price  them  below  those 
made  in  the  Common  Market.   Producers  in  Britain 
have  suffered  most.) 

5.  Assess  the  extent  and  quality  of  studeni:  participation 
in  the  discussion  as  well  as  the  quality  of  the  group 
reports  and  the  individual  students'  contributions  to 
them. 

FOLLOW-UP  SUGGESTIONS: 

1.  Have  students  investigate  the  circumstances  leading  to 
the  formation  of  the  General  Agreement  on  Tariffs  and 
Trade.   How  does  GATT  influence  international  trade? 

2.  Have  students  research  and  debate  the  statement: 
"International  Trade"  is  a  polite  euphemism  for  the 
continued  exploitation  of  the  poor  by  the  rich. 

3.  Have  students  investigate  and  report  on  Canada's  policy 
and  role  in  world  trade.   The  following  questions  may 
provide  the  basis  for  student  research. 

(a)  What  are  the  nature  and  value  of  Canada's  leading 
exports? 

(b)  What  are  the  nature  and  value  of  Canada's  leading 
imports? 

(c)  Give  examples  of  protectionist  policies  which 
Canada  has  adopted. 

(d)  Who  are  Canada's  major  trading  partners? 

(e)  What  changes  in  trade  policy  would  you  recommend 
for  Canada?   Why? 

Reference:   Pagan  and  Andrews,  Challenge  for  Change, 
Geographical  Approaches  to  Selected  World  Issues,  McGraw-Hill 
Ryerson  Ltd.   Toronto,  1977. 
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HANDOUT  1-1 
(For  All  Participants) 


SCENARIO: 


Sparks  Electric  Incorporated  in  a  small  company  of  152 
employees  in  Gambletown,  a  southern  Alberta  community  of 
10,000  with  a  mixed  agriculture/light  industrial  economy. 

There  are  a  number  of  factories,  small  in  size,  working  at  or 
close  to  capacity.   The  labour  situation  in  Gambletown  is 
nonfluid  for  a  number  of  reasons.   First,  Gambletown  does  not 
attract  new  industry  with  the  result  that  the  number  of  jobs 
available  is  limited.   Second,  unemployment  in  the  community 
runs  at  3.5%,  leaving  Gambletown  without  a  significant  pool 
of  unemployed  labour  on  which  businesses  can  draw. 
Consequently,  neither  the  union  nor  the  company  desire  a 
strike  and  they  are  prepared  to  compromise  on  issues. 

Sparks  Electric  has  operated  in  Gambletown  for  the  past 
fifteen  years.   Wages  have  not  been  traditionally  high  but 
Gambletown  is  not  an  expensive  community  to  live  in,  relative 
to  more  urban  areas.   While  a  number  of  employees  have  been 
with  the  firm  from  the  beginning,  attracted  by  the  small 
plant  and  community,  the  majority  are  local  people  who, 
wishing  to  stay  in  Gambletown,  have  been  hired  as  jobs  became 
available  in  the  plant.   In  addition,  company/employee 
relations  have  been  generally  good  -  disputes  have  been 
settled  by  management  and  the  company  has  found  it  necessary 
to  fire  employees  on  only  a  few  occasions. 

In  spite  of  the  static  force  at  Sparks  Electric,  a  number  of 
factors  have  resulted  in  the  formation  of  a  union,  Local  565. 
The  Canadian  economy  has  been  on  the  upswing  with  resultant 
increases  in  the  cost  of  living,  and  employees  have  felt  that 
their  wages  were  not  keeping  pace.   Thus,  these  workers  are 
now  looking  to  the  union,  negotiating  its  first  contract,  to 
obtain  a  50'}^  per  hour  increase.   Employees  are  also  looking 
for  increased  vacations,  since  all  employees  receive  2  weeks 
vacation  after  1  year  of  service  without  consideration  for 
length  of  service.   Additional  demands  include  the  union 
shop,  plant  wide  seniority  and  the  issue  of  contract  length, 

BARGAINING  TEAMS: 

Union:        President,  Local  565 

Chief  Steward,  Local  565 

Staff  Representative  from  the  Union's  central 

office 

Management:    President  of  the  Company 
Company  Lawyer 
Company  Treasurer 
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ACTIVITY  1 


COMPARATIVE  ECONOMIC  DEVELOPMENT 
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12.1.1 

TITLE:  COMPARATIVE  ECONOMIC  DEVELOPMENT 

RECOMMENDED  GRADE:  Twelve;   Topic  A  -  Political  and  Economic 

Systems 

FOCUS  QUESTION:     In  what  way  are  the  economies  of 

individual  countries  negotiated 
compromises? 

TIME  REQUIRED:      Three  to  four  classroom  periods 

CONCEPT:  Comparative  economic  system 

RELATED  CONCEPTS:   Measurement;  interdependence 

INSTRUCTIONAL  OBJECTIVES: 

1.  Students  should  be  able  to  interpret  economic  statistics 
and  draw  conclusions  about  economic  systems. 

2.  Students  should  understand  the  concept  "economy"  and  be 
introduced  to  the  terms  market,  command  and  developing 
traditional.   Mixed  economy  will  be  introduced  later  in 
this  activity. 

3.  Students  should  be  aware  that  individual  economies  are 
mixtures  of  the  three  types:  that  is,  each  national 
economy  has  some  characteristics  of  each  type  but  is 
mainly  dominated  by  one  type. 

4.  Students  should  be  able  to  appreciate  the  interdependent 
nature  of  national  economies  and  be  able  to  apply  this 
knowledge  to  the  Canadian  situation. 

RATIONALE: 

This  exercise  uses  economic  statistics  to  develop  the 
students'  understanding  and  appreciation  of  the  differences 
that  exist  between  various  economies.   Periodically  statis- 
tics relating  to  inflation,  interest  rates,  unemployment,  and 
economic  growth  are  published  by  international  organizations 
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such  as  the  OECD,  World  Bank,  IMF,  and  the  UN  and  national 
organizations  such  as  Statistics  Canada  and  Economic  Council 
of  Canada.   These  statistics  can  be  used  to  make  comparisons 
of  performance  between  various  economies. 

This  mass  of  economic  statistics  leads  to  an  understanding  of 
growth  and  trade  patterns  and  an  awareness  that  different 
states  function  according  to  different  factors  affecting  that 
nation,  e.g.  religion,  culture,  size,  etc.   This  particular 
lesson  attempts  to  provide  an  analytical  framework  for 
comparing  different  states  and  economic  systems.   It 
illustrates  the  value  and  limitations  of  classifying 
statistical  data  into  essentially  arbitrary  categories  in 
order  to  manageably  analyze  very  complex  relationships. 
Labels  such  as  command,  market  and  traditional  are  often 
affixed  to  economic  systems,  but  as  students  may  discover, 
other  classifications  might  be  used.   Thus,  the  economic 
systems  may  be  viewed  with  these  classification  deficiencies 
in  mind.   Furthermore,  as  the  North-South  dialogue  progresses 
in  international  economic  planning,  this  particular  set  of 
labels  may  be  replaced  by  a  more  complex  framework. 

MATERIALS: 

Handout  1-1  through  1-9;  overhead  projector. 

PROCEDURE: 

1.    Divide  students  into  groups  of  2  or  3 .   Introduce  the 
concept  of  comparative  economic  systems  by  asking: 

(a)  What  are  the  economic  indicators  that  tell  us  of 
the  differences  between  the  economies  of  various 
countries? 
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Answers:   Expect  responses  such  as  per  capita 
income,  energy  demand  and  use,  calories  of  food 
consumed  daily,  imports  and  exports  of  products, 
availability  and  capital,  investment  rates,  wealth 
distribution  and  transportation  network 
development . 

(b)   How  and  why  are  these  economic  indicators?   Make 
certain  that  each  term  is  properly  defined.   The 
use  of  an  overhead  projector  or  the  blackboard  is 
suggested. 

2.  Distribute  handout  1-1  (Characteristics  of  Economic 
Systems)  and  explain  that  this  sheet  will  be  used  to 
record  generalizations  made  by  students  concerning  three 
types  of  economic  systems.   Do  not  identify  these 
systems  at  this  time. 

3.  Distribute  handout  1-2  through  1-6.   Review  any 
unfamiliar  terms  (i.e.  metric  tonnes).   Point  out  that 
the  identifying  letters  represent  real  nation  states  but 
do  not  identify  the  countries. 

4.  Students  should  be  given  class  time  to  examine  the  table 
in  each  handout  and  answer  the  questions  that  follow. 
The  final  question  in  each  handout  asks  students  to 
state  at  least  one  generalization  about  the  data  for 
each  type  of  economy.   All  generalizations  must  be  based 
on  the  data  supplied  in  the  handout.   For  example,  in 
handout  1-2,  a  good  answer  for  Type  L  economies  is,  "All 
but  one  country  increase  exports";  in  handout  1-3,  a 
good  answer  for  Type  III  economies  is,  "These  countries 
do  not  produce  as  much  meat  as  do  Type  I  and  II 
countries";  and  in  Handout  1-6,  a  good  answer  for 
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Type  II  economies  is,  "Generally,  they  emphasize 
national  freight  transportation  more  than  Type  I 
countries  but  are  more  deficient  in  commercial  motor 
vehicles . " 

5.  Students  should  be  directed  to  write  their  generaliza- 
tions on  handout  1-1. 

6.  When  the  generalizations  have  been  recorded,  hold  a 
class  discussion  based  upon  the  information  obtained. 
Begin  by  asking: 

-   "Can  you  explain  the  classifications  using  terms  that 
you  are  already  familiar  with?" 

Answer:   Expect  quite  a  variety  of  terms.   Record  these 
on  the  overhead  for  future  reference.   Have  students 
defend  the  terms  being  suggested  according  to  their 
completeness  in  covering  all  countries  in  each  category. 

Ensure  that  each  is  briefly  defined  at  this  time. 

Ask  the  students:   "Can  you  determine  on  what  basis  the 
economic  systems  represented  by  each  type,  work?"   Let 
the  students  speculate  about  the  classifications  before 
giving  them  the  following  information:   Type  I  -  mostly 
market:  Type  II  -  mostly  command;  Type  III  -  mostly 
developing  traditional. 


A. 

Brazil 

B. 

Italy 

C. 

Japan 

D. 

Canada 

E. 

United  States 

F. 

Cuba 

G. 

Czechoslovakia 

H. 

East  Germany 

I. 

Poland 

J. 

U.S.S.R. 

K. 

Bangladesh 

L. 

India 

M. 

Kenya 

N. 

Saudi  Arabia 

0. 

Zaire 
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7.    Since  it  is  evident  that  the  classification  of  economies 
as  mostly  developing  traditional,  mostly  market  or 
mostly  command,  is  difficult  to  deduce  from  the 
statistical  information,  reading  handouts  1-7  to  1-9 
will  now  be  introduced  to  the  students. 

Review  of  the  reading: 

It  is  difficult  to  speak  of  any  one  country  as  exhibit- 
ing exclusively  the  characteristics  of  a  command,  market 
or  developing-traditional  economy.   Some  national  states 
fit  one  of  the  classifications  quite  well  but  other  draw 
aspects  from  all  three.   Thus,  while  the  U.S.S.R. 
operates  according  to  a  command  economy,  much  of  its 
agricultural  production  involves  the  free  market: 
collective  farm  members  grow  produce  on  small  assigned 
plots  and  sell  this  openly  in  the  towns  and  cities. 
Consequently,  the  terms  command,  market  or  developing 
traditional  more  accurately  apply  to  specific  economic 
sectors  within  a  nation  or  region.   For  example,  many 
oil  producing  Middle  Eastern  countries  are  developing 
traditional  but  their  modern  oil  sectors  are  typically 
organized  in  a  command  fashion. 

Question  concerning  handouts  1-7  to  1-9: 

How  do  each  of  the  types  of  economies  deal  with  social 
and  economic  change?   (supplement  reading  with  class 
information  as  per  your  case  studies) 

Answer : 

Developing  traditional:   great  stress  is  placed  on  the 
established  institutions  with  the  result  that  political 
instability,  excessive  urban  sprawl,  and  attempts  at 
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industrial  development,  without  the  necessary 
infrastructure,  become  the  norm  rather  than  the 
exception  (i.e.,  Zaire,  Chile,  Uganda,  Zimbabwe  and 
Iran) . 

Command:   the  state  assigns  planning  authorities  to 
handle  the  changes  within  the  available  institutions  and 
penalizes  dissenting  forces  (i.e.  U.S.S.R.,  China,  East 
Germany  and  Cuba). 

Market:   entrepreneurial  forces  analyze  the  economic 
potential  of  such  changes  and  attempt  to  respond  with 
goods  and  services  (i.e.  U.S.,  Canada,  Sweden  and 
Japan) . 

Questions  concerning  the  statistical  tables  which  should 
enter  the  discussion: 

(a)  Brazil  might  be  placed  with  Type  III  economies 
because  much  of  its  economy  is  relatively 
traditional . 

Why  is  it  placed  in  Type  I? 

Answer:   Because  the  most  important  sectors  of  its 
economy  are  primarily  market  oriented,  and  it  is 
continuing  to  move  in  that  direction. 

(b)  Why  is  Saudi  Arabia  a  special  case  within  the  Type 
III  group? 

Answer:   Because  its  oil  sector  is  modern  and 
basically  organized  in  a  command  manner. 


12.1.7 

(c)  The  remark  has  been  made  that  the  world  cannot 
afford  more  than  one  United  States.   Review  handout 
1-5  and  explain  the  rationale  for  such  a  remark. 

Answer:   With  an  energy  consumption  of  11,554 
kilograms  per  capita  of  energy  it  is  open  to 
discussion  whether  or  not  energy  use  of  this 
magnitude  by  additional  countries  would  allocate 
too  many  of  the  world's  resources  into  one  sector 
at  the  expense  of  economic  development  in  other 
sectors . 

(d)  Assess  the  Canadian  production  and  consumption  of 
primary  and  secondary  products. 

EVALUATION: 

1.  Ask  students  to  read  the  following  comments: 

Some  economists  feel  that  the  terms  market,  command,  or 
developing  traditional  should  not  be  applied  to  entire 
economic  systems.   They  say  the  terms  should  only  be 
applied  to  a  part  of  an  economy. 

2.  Ask  students  to  respond  to  these  comments  in  the  form  of 
a  short  essay  (not  to  exceed  2  pages).  The  essay  should 
deal  with  the  focus  question: 

-   how  are  the  economies  of  individual  countries  a 
negotiated  compromise? 
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FOLLOW-UP: 


Since  students  will  have  dealt  with  this  economic  system 
in  an  indirect  fashion,  introduce  the  "mixed  economy"  as 
a  reality  of  the  modern  international  system.   Countries 
such  as  Sweden  and  Switzerland  might  be  selected  for 
further  study  by  one  of  the  groups  in  class.   Questions 
to  be  used  as  a  guide  might  include: 

(a)  What  are  the  primary  characteristics  of  a  mixed 
economy? 

(b)  How  does  the  theory  of  a  mixed  economy  differ  from 
the  theories  of  the  other  three? 

(c)  Does  the  world  of  the  1980 's  seem  to  be  heading  in 
a  convergent  or  divergent  direction? 

Answer:   This  opens  up  a  new  area  for  discussion  since 
convergence  (the  meshing  together)  and  divergence  (the 
separating  into  more  distinct  parts)  involve  fundamental 
political,  economic,  social  and  cultural  questions.   The 
basic  goals  of  the  country  or  society  must  be  brought 
into  perspective.   Inevitably,  the  discussion  must  turn 
to  matters  such  as  freedom,  justic,  basic  needs,  truth 
etc . 
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APPENDIX  FOR  HANDOUTS  1-1  THROUGH  1-9 


COMPARATIVE  ECONOMIC  SYSTEMS 
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HANDOUT  1-1 
CHARACTERISTICS  OF  ECONOMIC  SYSTEMS 


Table 


Type  I 


Type  II 


Type  III 
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HANDOUT  1-2 

IMPORTS  AND  EXPORTS 
(millions  of  U.S.  dollars) 


:ries 

Imports 

Exports 

Coun1 

1975 

1976 

1977 

1978 

1975 

1976 

1977 

1978 

Type 

I 

A 

12,210 

13,532 

13,069 

14,538 

8,670 

10,128 

12,054 

12,527 

B 

38,366 

43,428 

47,580 

56,446 

34,830 

36,969 

45,063 

56,047 

C 

57,881 

64,799 

70,660 

78,731 

55,844 

67,225 

80,470 

97,501 

D 

34,082 

37,910 

39,561 

42,105 

32,200 

38,128 

41,452 

45,070 

E 

102,984 

128,872 

156,758 

182,787 

106,157 

113,323 

119,005 

141,154 

Type 

II 

F 

9,081 

9,706 

11,187 

12,565 

8,356 

9,035 

10,303 

11,747 

G 

3,883 

4,066 

4,188 

4,687 

3,677 

3,573 

3,537 

4,456 

H 

11,290 

13,196 

14,334 

14,572 

10,088 

11,361 

12,024 

13,267 

I 

12,536 

13,867 

14,616 

15,098 

10,283 

11,017 

12,265 

13,333 

J 

36,969 

38,108 

40,817 

50,550 

33,316 

37,169 

45,161 

52,216 

Type 

III 

K 

874 

788 

1,183 

N/A 

303 

432 

451 

322 

L 

6,391 

5,710 

6,648 

7,954 

4,393 

5,526 

6,378 

6,614 

M 

980 

973 

1,284 

1,709 

643 

825 

1,213 

1,022 

N 

4,214 

8,694 

14,651 

20,366 

29,671 

38,287 

43,365 

39,211 

0 

927 

827 

610 

589 

865 

930 

981 

925 

SOURCE:   United  Nations,  1978  Statistical  Yearbook,  pp 
424-431. 


Questions : 

1.  Which  countries  had  more  exports  than  imports  in  1978? 
Which  had  more  imports  than  exports  in  that  year? 

2.  Which  countries  had  more  exports  each  year  between  1975 
and  1978?   Which  countries  had  more  imports  each  year 
between  1975  and  1978? 


3.  From  the  data  given,  what  general  statements  can  you  make 
about  the  imports  and  exports  and  foreign  trade  of  the 
Type  I  countries?  Type  II?  Type  III?  Complete  at  least 
one  statement  for  each  type  of  economy.  (HINT:  These 
statements  can  be  comparisons  between  types  as  well  as 
statements  about  a  type.  Look  for  patterns  or  general 
characteristics) . 


HANDOUT  1-3 

PRODUCTION 
(thousands  of  metric  tons) 
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1978 

Nitrogenous 

Fertilizers 

1977-78 

1977 

Cement 

Crude 

Countries 

Beef 

Pork 

Lamb 

Steel 

Type  I 

A 

2,250 

850 

48 

232.2 

20,528 

11,165 

B 

1,102 

920 

53 

1,028.7 

38,204 

23,334 

C 

364 

1,226 

n.d. 

1,446.0 

73,138 

102,405 

D 

1,060 

570 

5 

1,342 

9,933 

13,581 

E 

11,325 

6,125 

155 

9,939.0 

72,627 

113,701 

Type  II 

F 

143 

63 

n.d. 

47.0 

2,656 

341 

G 

393 

815 

6 

605.0 

9,779 

15,064 

H 

427 

1,174 

15 

838.5 

12,102 

6,850 

I 

750 

1,833 

18 

1,528.9 

21,301 

17,262 

J 

7,100 

5,100 

885 

9,025.0 

127,056 

146,678 

Type  III 

K 

159 

n.d. 

30 

105.7 

313 

108 

L 

188 

65 

393 

1,999.7 

19,173 

9,836 

M 

145 

5 

31 

n.d. 

1,144 

n.d. 

N 

12 

n.d. 

35 

92.8 

n.d. 

n.d. 

0 

22 

29 

9 

n.d. 

489 

n.d. 

SOURCE:   United  Nations,  1978  Statistical  Yearbook. 
Questions: 


1. 


2. 


3. 


Which  countries  are  the  largest  meat  producers? 
are  the  smallest  producers? 


Which 


Which  countries  seem  to  have  the  most  diversified 
economies  in  terms  of  production?  Which  seem  to  be  the 
most  specialized? 

From  the  data  given,  what  general  statements  can  you 
make  about  production  in  the  Type  I  countries?   Type  II? 
Type  III?   Complete  at  least  one  statement  for  each  type 
of  economy.   (HINT:   These  statements  can  be  comparisons 
between  types  as  well  as  statements  about  a  type.   Look 
for  patterns  or  general  characteristics). 
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HANDOUT  1-4 

CONSUMPTION 
(totals  in  thousands  of  metric  tons:  per  capita  figures  in  kilograms) 


Nitrogenous 

Fertilizers 
1977-78 

Steel 

,  1977 

News] 
Total 

print,  1977 

Countries 

Total 

Per  Capita 

Per  Capita 

Type  I 

A 

689.2 

11,976 

107 

179.9 

1.5 

B 

801.0 

20,798 

368 

214.4 

3.8 

C 

689.0 

58,243 

512 

2,314.3 

20.3 

D 

650.0 

12,828 

550 

1,172 

50.3 

E 

9,037.2 

133,923 

618 

9,021.0 

41.6 

Type  II 

F 

223.0 

506 

53 

24.1 

2.4 

G 

601.0 

10,513 

700 

71.0 

4.8 

H 

770.8 

9,914 

591 

145.6 

8.7 

I 

1,230.0 

18,737 

540 

127.0 

3.7 

J 

7,523.0 

145,6173- 

567^ 

1,135.3 

4.4 

Type  III 

K 

223.2 

79 

1 

9.3 

0.1 

L 

2,914.6 

10,185 

16 

156.3 

0.2 

M 

25.3 

210 

13 

4.2 

0.3 

N 

4.7 

1,969 

207 

8.0 

1.0 

0 

4.5 

81 

3 

1.1 

0.04 

SOURCE:   United  Nations,  1978  Statistical  Yearbook, 
a  1976 


Questions 


1.  Which  countries  consume  the  largest  quantity  of  nitro- 
genous fertilizers  in  absolute  terms?   of  steel?   news- 
print?  Which  consume  the  largest  quantity  per  capita? 

2.  Which  countries  consume  the  smallest  quantity  of  nitro- 
genous fertilizers  in  absolute  terms?  of  steel?  news- 
print?  Which  consume  the  smallest  quantity  per  capita? 

3.  From  the  data  given,  what  general  statements  can  you 
make  about  production  in  the  Type  I  countries?   Type  II? 
Type  III?   Complete  at  least  one  statement  for  each  type 
of  economy.   (HINT:   These  statements  can  be  comparisons 
between  types  as  well  as  statements  about  a  type.   Look 
for  patterns  or  general  characteristics). 
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HANDOUT  1-5 

ENERGY  PRODUCTION  AND  CONSUMPTION,  1976 
(totals  in  millions  of  coal-equivalent  metric  tons) 


Consumption 


Total       Kilograms 
Countries Production per  Capita 

Type  I 

A  26.47 

B  28.43 

C  38.21 

D  258.8 

E  2,049.70 

Type  II 

F  0.25 

G'  83.84 

H  79.25 

I  200.35 

J  1,674.10 

Type  III 

K  1.14 

L  121.09 

M  0.09 

N  643.99 

0  2.37 


SOURCE:   United  Nations,  1978  Statistical  Yearbook. 
Questions: 

1.  Which  countries  have  the  highest  total  production  of 
energy?   Which  have  the  lowest?   Which  countries  have 
the  highest  per  capita  consumption  of  energy?   Which 
have  the  lowest? 

2.  Which  countries  are  in  a  position  to  export  energy? 
Which  country  has  the  greatest  excess  of  energy  produced, 
over  energy  consumed? 

3.  From  the  data  given,  what  general  statements  can  you 
make  about  production  in  the  Type  I  countries?   Type  II? 
Type  III?   Complete  at  least  one  statement  for  each  type 
of  economy.   (HINT:   These  statements  can  be  comparisons 
between  types  as  well  as  statements  about  a  type.   Look 
for  patterns  or  general  characteristics). 


79.84 

731 

184.46 

3,284 

414.87 

3,679 

230.28 

9,950 

2,485.45 

11,554 

11.60 

1,225 

110.34 

7,397 

113.96 

6,789 

180.51 

5,253 

1,349.86 

5,259 

2.63 

32 

132.92 

218 

2.10 

152 

17.56 

1,901 

1.58 

62 

HANDOUT  1-6 
TRANSPORTATION  AND  COMMUNICATION,  1977 


12.1.15 


Motor  Vehicles  In  Use 

Railroad  Freight 
Carried 

(thous. 

units) 

Telephone 

Passenger 

Cannercial 

(no.  in  use 

Countries 

( ton^ilometers ) 

Cars 

Vehicles 

100  person) 

Type  I 

A 

60,721 

5,916.3^ 

1,397.2^ 

4.1 

B 

17,100 

14,295.0^ 

l,549.0t> 

28.5 

C 

41,317 

17,236.0 

10,315.0 

42.4 

D 

2,966 

9,016.3 

2,316.8 

61.8 

E 

1,206,366 

112,300.0 

30,100.0 

74.4 

Type  II 

F 

1,848^ 

80.0^ 

40.0^ 

3.3 

G 

71,550 

1,827.7 

289.8 

19.0 

H 

58,228 

2,236.7 

570.0 

17.1 

I 

135,406 

1,547.3 

569.0 

8.4 

J 

3,330,902 

n.d. 

n.d. 

7.5 

Type  III 

K 

3,331 

31.7 

24.8 

0.1 

L 

144,030^ 

805.4 

690.4 

0.3 

M 

n  d. 

114.1 

83.9 

1.0 

N 

6^ 

59.4^ 

52. 6^* 

1.0^ 

0 

2,203^ 

84.8^ 

76. 4^* 

0.2^ 

n.d.  =  no  data  reported. 

SOURCE:   United  Nations,  1978  Statistical  Yearbook,  except  for 

Country  E. 
a-  1976   ^  1974   ^  1971,  d  ^973   e  ^974 


Questions: 

1.  Which  countries  appear  to  have  the  most  developed  trans- 
portation systems?   Which  have  the  least? 

2.  Which  countries  appears  to  have  the  most  developed  commun- 
ications systems?  the  least? 

3.  From  the  data  given,  what  general  statements  can  you  make 
about  production  in  the  Type  I  countries?   Type  II?   Type 
III?   Complete  at  least  one  statement  for  each  type  of 
economy.   (HINT:   These  statements  can  be  comparisons 
between  types  as  well  as  statements  about  a  type.   Look 
for  patterns  or  general  characteristics). 
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HANDOUT  1-7 

WHAT?  HOW?  AND  FOR  WHOM?  IN  A  DEVELOPING  TRADITIONAL 
ECONOMY 

Throughout  history,  people  have  developed  numerous  ways  of 
organizing  a  society  to  decide  what  goods  and  services  to 
produce  and  how  and  for  whom  to  produce  them.   Differing 
values,  backgrounds  and  geography  have  produced  a  wide 
variety  of  economies.   From  this  variety,  three  general  types 
of  economic  systems  have  been  loosely  identified  -  developing 
traditional,  command  and  market.   A  fourth,  the  mixed 
economy,  can  also  be  considered  since  it  combines  structural 
characteristics  of  mainly  command  and  market.   However,  for 
our  purposes,  the  first  three  will  be  viewed.   The  mixed 
economy  will  be  dealt  with  by  the  class  at  a  later  date. 

Traditional  economies  are  the  oldest  of  these  economic 
systems.   Such  economies  answer  the  basic  economic  questions 
(what?  how?  and  for  whom?)  largely  according  to  what  was  done 
in  the  past.   Old  ways  of  solving  difficulties  were  stressed 
since  little  innovation  in  the  form  of  new  technology  was 
introduced.   Constant  change  and  improvement  were  not  valued 
for  their  own  sake. 

One  such  society  which  functioned  according  to  traditional 
economic  patterns  was  the  Eskimo  of  polar  North  America. 
Following  are  three  short  readings  which  attempt  to 
concentrate  on  the  three  economic  questions  associated  with 
scarcity  -  solutions  to  which  are  necessary  for  survival  of  a 
society. 

What  to  Produce:   The  Seal?  or  the  Caribou 

"The  Noahanirgmiut  (no-a-ha-NEERG-me-ut )  were  still  living  on 
seal  meat  and  were  making  no  attempt  to  kill  any  of  the 
numerous  caribou  that  were  continually  migrating  past  . . . 
(they)  had  never  hunted  caribou  on  the  ice  and  had  not 
considered  it  possible.   It  would  in  fact  be  a  fairly 
hopeless  thing  for  them  to  try;  and  while  no  doubt  some  of 
them  might  occasionally  secure  an  animal,  they  would  waste  so 
much  time  that  the  number  of  pounds  of  meat  they  obtained  in 
a  week's  hunt  that  way  would  be  but  a  small  fraction  of  the 
amount  of  seal  meat  they  might  have  secured  in  the  same  time. 
Besides  that,  this  is  the  season  which  the  Eskimo  give  up  to 
the  accumulation  of  blubber  for  the  coming  year  ...   By 
getting  seals  in  the  spring  . . .  they  secure  an  agreeable 
article  of  diet  for  the  coming  autumn  and  provide  themselves 
as  well  with  a  sort  of  insurance  against  hard  luck  in  the 
fall  hunt.   Each  family  will  in  the  spring  be  able  to  lay 
away  from  three  to  seven  bags  of  oil.   Such  a  bag  consists  of 
the  whole  skin  of  the  common  seal.   The  animal  has  been 
skinned  through  the  mouth  in  such  a  way  that  the  necessary 
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openings  in  the  skin  can  be  easily  sewed  up  or  tied  up  with  a 
thong.   This  makes  a  bag  which  will  hold  about  three  hundred 
pounds  of  blubber,  so  that  a  single  family's  store  of  oil  for 
the  fall  will  run  from  nine  hundred  to  two  thousands 
pounds . " 

How  to  Produce  It:   Catching  a  Seal 

"The  whole  principle  of  successfully  stalking  a  seal  is  just 
in  realizing  from  the  first  he  is  bound  to  see  you  and  that 
your  only  hope  is  in  pretending  that  you  are  also  a  seal.   If 
you  act  and  look  so  as  to  convince  him  from  the  first  that 
you  are  a  brother  seal,  he  will  regard  you  with  unconcern. 
(Imitating)  a  seal  well  enough  to  deceive  a  seal  is  not 
difficult,  for,  to  begin  with,  we  know  from  experience  that 
his  eyesight  is  poor.   You  can  walk  up  without  taking  any 
special  precautions  until  . . .  you  are  within  two  hundred  and 
fifty  or  three  hundred  yards.   Then  you  have  to  begin  to  be 
more  careful  ...  You  must  not  only  crawl  ahead,  seal-fashion, 
but  you  must  be  careful  to  always  present  a  side  view  of  your 
body  to  the  seal,  for  a  man  coming  head-on  does  not  look 
particularly  like  a  seal  ...   In  this  way  you  can  crawl 
within  five  or  ten  yards  of  him  if  you  like,  and  as  a  matter 
of  fact  I  have  known  of  expert  seal  hunters  who  under 
emergencies  would  go  after  a  seal  without  any  ordinary  weapon 
and  crawl  so  near  him  that  they  could  seize  him  by  a  flipper, 
pull  him  away  from  his  hole,  and  club  or  stab  him." 

For  Whom  to  Produce  It:   Dividing  the  Seal 

"...  (B)oiled  pieces  of  seal  meat  had  already  been  taken  out 
of  the  pot  and  lay  steaming  on  a  sideboard  ...  My  hostess 
picked  out  for  rae  the  lower  joint  of  a  seal's  foreleg,  and 
handed  it  to  me,  along  with  her  own  copper-bladed  knife;  the 
next  most  desirable  piece  was  handed  to  her  husband,  and 
others  in  turn  to  the  rest  of  the  family  ...  (0)ne  extra 
piece  was  set  aside  in  case  I  should  want  a  second  helping, 
and  the  rest  of  the  boiled  meat  was  divided  into  four 
portions,  with  the  explanation  to  me  that  there  were  four 
families  in  the  village  who  had  no  fresh  seal  meat. 

The  ...  adopted  daughter  of  the  house,  a  child  of  seven  or 
eight,  had  not  begun  to  eat  with  the  rest  of  us,  for  it  was 
her  task  to  take  a  small  wooden  platter  and  carry  the  four 
(small)  pieces  of  boiled  meat  to  the  four  families  who  had 
none  of  their  own  to  cook  . . .  Every  house  in  the  village  in 
which  cooking  was  done  had  likewise  sent  four  portions. 
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During  our  meal  presents  of  food  were  also  brought  us  from 
other  houses;  each  housewife  apparently  knew  exactly  what  the 
others  had  put  in  their  pots,  and  whoever  had  anything  to 
offer  that  was  a  little  bit  different  would  send  some  of  that 
to  the  others,  so  that  every  minute  or  two  a  small  girl 
messenger  appeared  in  our  door  with  a  platter  of  something  to 
contribute  to  our  meal." 

Few  traditional  societies  operate  in  the  present  internation- 
al economic  system.   Simply  put,  the  resources  and  potential 
markets  of  traditional  societies  have  been  deemed  too 
valuable  to  be  left  alone.   Market  and  command  economies  have 
exerted  strong  pressures  -  economic,  social,  cultural  and 
military  -  on  traditional  economies  during  the  last  century. 

Consequently,  the  term  "developing  traditional"  (or  "develop- 
ing market"  according  to  the  UN  Statistical  yearbook)  more 
aptly  describes  economies  having  a  traditional  basis  but  not 
associated  with  market  or  command  economies.   Countries 
classifed  as  developing  traditional  might  be  considered  as 
those  with  a  generally  high  birth  rate,  inadequate  transport- 
ation networks,  low  GNP,  limited  or  primarily  sector  based 
industrialization,  low  R&D  expenditure  levels,  low  levels  of 
literacy  and  high  percentage  of  the  population  devoted  to 
agricultural  production.   True  these  are  generalizations  but 
developing-traditional  economies  are  often  grouped  as  Third 
World,  developing  (in  contrast  to  developed),  members  of  the 
Group  of  77  and/or  the  latter  component  of  the  North/South 
dialogue. 

The  real  world  sees  immense  social,  economic  and  political 
changes  occurring  in  developing-traditional  societies. 
Without  some  attention  to  the  evolution  of  developing- 
traditional  societies,  the  other  economic  systems  may  find  it 
more  difficult  to  provide  solutions  to  the  considerable 
problems  of  more  developed  societies. 


From  Vihjalmur  Stefansson's  famous  1913  account.  My  Life  with 
the  Eskimo,  first  published  in  1913;  as  quoted  in  Comparative 
Economic  Systems:   An  Inquiry  Approach,  by  John  R.  Coleman, 
Ted  C.  Soens,  and  Edwin  Fenton,  pp.  38-42  C.  1974  Holt, 
Rinehart  and  Winston 
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HANDOUT  1-8 


THE  MARKET  ECONOMY  AS  AN  ORGANIZING  TOOL* 

Every  day  thousands  of  people  take  part  in  making  or  buying 
such  different  items  as  groceries,  ten-speed  bicycles, 
toasters,  steel  rods,  houses,  basketballs,  magazines, 
factories,  cars,  cement  mixers,  and  clothes.   Who  decides 
which  of  these  items  should  be  produced?   Who  will  get  them? 
What  will  these  goods  cost?   How  many  of  each  item  should  be 
made? 

It  would  be  simple  if  an  idividual  or  group  could  be  singled 
out  as  the  decision  maker.   It  would  also  be  simple  if  some 
overall  plan  existed  which  set  prices  or  production  goals. 
However,  such  decision  makers  and  plans  do  not  exist  in  a 
market  economy  ... 

The  Market 

Because  we  live  in  a  market-run  society,  we  are  apt  to  take 
for  granted  the  puzzling  -  indeed,  almost  paradoxical  - 
nature  of  the  market  solution  to  the  economic  problem.   But 
asume  for  a  moment  that  we  could  act  as  economic  advisers  to 
a  society  that  had  not  yet  decided  on  its  mode  of  economic 
organization  . . . 

We  could  imagine  the  leaders  of  such  a  nation  saying,  "We 
have  always  experienced  a  highly  tradition-bound  way  of  life. 
Our  men  hunt,  and  cultivate  the  fields  and  perform  their 
tasks  as  they  are  brought  up  to  do  by  the  force  of  example 
and  the  instruction  of  their  elders.   We  know,  too,  something 
of  what  can  be  done  by  economic  command.   We  are  prepared,  if 
necessary,  to  sign  an  edict  making  it  compulsory  for  many  of 
our  men  to  work  on  community  projects  for  our  national 
development.   Tell  us,  is  there  any  other  way  we  can  organize 
our  society  so  that  it  will  function  successfully  -  or  better 
yet,  more  successfully?" 

Suppose  we  answered,  "Yes,  there  is  another  way.   Organize 
your  society  along  the  lines  of  a  market  economy." 

"Very  well",  say  the  leaders.   "What  do  we  then  tell  people 
to  do?   How  do  we  assign  them  to  their  various  tasks?" 

"That's  the  very  point,"  we  would  answer.   "In  a  market 
economy,  no  one  is  assigned  to  any  task.   In  fact,  the  main 
idea  of  a  market  society  is  that  each  person  is  allowed  to 
decide  for  himself  what  to  do." 

There  is  consternation  among  the  leaders.   "You  mean  there  is 
no  assignment  of  some  men  to  mining  and  others  to  cattle 
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raising?   no  manner  of  designating  some  for  transportation 
and  others  for  weaving?   You  leave  this  to  people  to  decide 
for  themselves?   But  what  hapens  if  they  do  not  decide 
correctly?   What  happens  if  no  one  volunteers  to  go  into  the 
mines,  or  if  no  one  offers  himself  as  a  railway  engineer?" 

"You  may  rest  assured,"  we  tell  the  leaders,  "none  of  that 
will  happen.   In  a  market  society,  all  the  jobs  will  be 
filled  because  it  will  be  to  people's  advantage  to  fill 
them." 

Our  respondents  accept  this  with  uncertain  expressions.   "Now 
look"  one  of  them  finally  says,  "let  us  suppose  that  we  take 
your  advice  and  allow  our  people  to  do  as  they  please.   Let's 
talk  about  something  specific,  like  cloth  production.   Just 
how  do  we  fix  the  right  level  of  cloth  output  in  this  'market 
society'  of  yours?" 

"But  you  don't",  we  reply. 

"We  don't!  Then  how  do  we  know  there  will  be  enough  cloth 
produced?" 

"There  will  be,"  we  tell  him.   "The  market  will  see  to  that." 

"Then  how  do  we  know  there  will  be  enough  cloth  produced?"  he 
asks  triumphantly. 

"Ah,  but  the  market  will  see  to  that  too!" 

"But  what  is  this  market  that  will  do  these  wonderful  things? 
Who  runs  it?" 

"Oh,  nobody  runs  the  market,"  we  answer.  "It  runs  itself. 
In  fact  there  really  isn't  any  such  thing  as  'the  market'. 
It's  just  a  word  we  use  to  describe  the  way  people  behave." 

"But  I  thought  people  behaved  the  way  they  wanted  to!" 

"And  so  they  do,"  we  say.   "But  never  fear.   They  will  want 
to  behave  the  way  you  want  them  to  behave." 

"I  am  afraid",  says  the  chief  of  the  delegation,  "that  we  are 
wasting  our  time.   We  thought  you  had  in  mind  a  serious 
proposal.   What  you  suggest  is  inconceivable.   Good  day, 
sir." 
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A  Model:   By  Bread  and  Cheese  Alone 

"...  Imagine  a  market  economy  somewhere  in  the  world  which 
produces  and  consumes  only  two  products.   The  people  in  this 
economy  live  entirely  on  bread  and  cheese.   Study  the  model 
carefully,  and  consider  how  this  economy  decides  what  to 
produce,  how  to  produce  it,  and  for  whom  to  produce  it. 

First,  much  of  the  what  question  is  answered  by  the  fact  that 
these  people  just  happen  to  like  bread  and  cheese,  and  only 
bread  and  cheese.   But  how  much  of  each?   Since  these  people 
live  in  a  free  market  economy,  they  are  not  told  which  to 
buy.   They  will  divide  their  spending  between  bread  and 
cheese  in  whatever  way  appeals  to  their  tastes.   Assume  that 
they  have  been  spending  half  of  their  income  on  bread  and 
half  on  cheese.   Now  suppose  these  people  decide,  of  their 
own  free  will,  that  they  want  more  cheese  and  less  bread. 
What  happens? 

First,  the  bakers  and  the  cheesemakers  learn  of  the  change  in 
taste  not  from  a  king  or  commissar,  but  from  simple  observa- 
tion.  The  bakers  find  themselves  with  bread  unsold  at  the 
end  of  the  day.   That  is  a  signal  to  them  to  cut  back 
production.   The  cheesemakers,  on  the  other  hand,  find  that 
they  have  sold  all  their  cheese  before  the  end  of  the  day. 
That  is  their  signal  to  try  to  expand  production. 

But  the  chain  of  events  has  just  begun.   The  cheesemakers 
cannot  simply  make  more  cheese  immediately.   First,  they  will 
have  to  get  more  milk,  more  labor,  and  more  equipment.   If 
any  of  these  ingredients  is  in  short  supply,  the  cheesemakers 
may  change  the  way  in  which  they  make  cheese  as  well  as  the 
amount.   If  skilled  labor  is  hard  to  come  by,  the 
cheesemakers  may  train  more  people,  work  their  present  staff 
overtime,  cut  corners  in  the  cheesemaking  process,  or  try  to 
devise  new  machinery  to  do  part  of  the  work  that  has  been 
done  by  labor.   From  any  of  these  changes,  a  new  how  answer 
would  result. 

At  the  same  time,  bakers  will  find  that  they  must  lay  off 
some  of  their  skilled  workers  as  production  is  cut  back. 
These  workers  may  be  lucky  enough  to  find  jobs  in  the  expand- 
ing cheese  industry.   However,  their  new  jobs  will  probably 
neither  pay  as  well  nor  be  at  as  high  a  skill  level  as  their 
old  jobs  in  the  bread  industry.   Farmers  with  land  that  is 
fine  for  raising  wheat  but  not  so  good  for  raising  dairy 
cattle  will  also  feel  the  squeeze  [at  least  until  they  can 
shift  to  another  crop  that  is  just  as  profitable].   Their 
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friends  with  good  dairy  lands  will  prosper.   Thus,  there  will 
be  a  redistribution  of  income  as  a  result  of  the  shift  in 
tastes  from  bread  to  cheese.   The  for  whom?  question  is 
answered  not  by  law  but  by  impersonal  market  forces.   Those 
who  gain  from  the  shift  in  taste  get  more  income  with  which 
they  can  buy  more  of  the  economy's  bread  and  cheese  than 
before.   Those  who  lost  from  the  shift  in  taste  end  up  with 
less  money  to  buy  bread  and  cheese. 

The  real  world,  however,  is  more  complicated  than  this 
imaginary  economy  of  bread  eaters  and  cheese  eaters.   In  the 
real  world,  thousands  of  products  exist.   But  the  same  basic 
process  is  still  at  work.   In  a  market  economy,  free  market 
forces,  responding  to  the  demand  of  consumers  alone,  make  the 
major  decisions  about  what  goods  are  to  be  produced,  how  they 
are  to  be  produced,  and  for  whom  they  are  to  be  produced." 


*   The  first  two  paragraphs  and  "A  Model:  By  Bread  and  Cheese 
Alone"  are  from  Comparative  Economic  Systems:  An  Inquiry 
Approach,  by  John  R.  Coleman,  Ted  C.  Soens,  and  Edwin  Fenton, 
pp.  88  and  90-91  C.  1974  Holt,  Rinehart  and  Winston, 
Publishers.   "The  Market"  is  from  Robert  L.  Heilbroner,  The 
Making  of  Economic  Society,  5th  edition,  C.  1975,  pp.  18-19. 
Reprinted  by  permission  of  Prentice-Hall,  Inc.,  Englewood 
Cliffs,  New  Jersey. 
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HANDOUT  1-9 


THE  CORE  OF  THE  COMMAND  ECONOMY* 

...  In  a  market  economy,  productive  resources  such  as  steel, 
timber,  skilled  labor,  and  computers,  would  go  to  whoever 
bids  highest  for  them.   In  the  Soviet  Union,  government 
planners  decide  where  such  resources  are  to  go.   They  say, 
"Here  are  our  most  important  goals,  and  here  is  the  way  we 
will  use  our  available  resources  to  achieve  these  goals." 

When  considering  the  distribution  of  key  resources,  the 
planners  face  an  important  question:   How  should  they  divide 
production  between  capital  goods  and  consumer  goods?   If  they 
chose  to,  the  planners  could  raise  today's  standards  of 
living  quickly.   They  could  allocate  resources  to  the 
production  of  consumer  goods  which  the  people  desire.   But 
they  know  that  steel  used  for  automobiles,  washing  machines, 
and  refrigerators  cannot  also  be  used  for  railroad  cars, 
bridges,  and  more  steel  mills.   And  if  the  stock  of  capital 
goods  does  not  increase,  the  nation  will  not  be  able  to  make 
more  consumer  goods  in  the  future.   The  problem,  then,  is: 
Find  a  workable  balance  between  giving  the  people  what  they 
want  in  the  short  run,  while  providing  for  the  long-term 
expansion  of  the  nation's  productive  facilites  ... 

All  of  the  separate  pieces  in  the  Soviet  Union's  economic 
jigsaw  puzzle  somehow  have  to  be  fitted  together.   This  is 
the  task  of  the  Gosplan,  the  state  economic  planning  agency 
of  the  Soviet  Union.   This  committee  of  economic  planners 
receives  its  general  directions  from  the  central  committee  of 
the  Communist  Party.   The  party  frames  the  five-year  plans 
for  the  society. 

In  translating  the  general  commands  of  the  party  into  many 
closely  related,  specific  targets,  the  Gosplan  has  help 
from  subordinate  commissions  that  govern  different  industries 
and  regions.   The  planning  agency  also  uses  statistics  and 
computers  to  help  fit  the  pieces  of  the  economic  jigsaw 
puzzle  together  . . . 

Even  with  the  various  types  of  assistance  the  Gosplan 
receives,  the  task  of  the  economic  planners  remains  complex. 
The  planners  must  make  most  of  the  economic  decisions  that 
the  free  market  makes  in  the  United  States.   Outsiders  know 
many  of  the  mistakes  that  Soviet  planners  have  made.   Too 
many  shortages  and  too  many  failures  in  achieving  goals  make 
these  mistakes  difficult  to  conceal  ... 

The  Gosplan  takes  its  orders  from  the  Communist  Party.  The 
party  is  an  elite  group  and  is  deliberately  kept  small.  In 
fact,  only  about  six  percent  of  the  adults  in  the  Soviet 
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Union  today  belong  to  the  party.   But  once  they  become 
members,  each  plays  a  part,  however  minor,  in  setting  the 
goals  for  the  nation.   The  members  of  the  Gosplan  are  the  key 
technicians  whose  skills  help  determine  whether  or  not  the 
nation's  goals  are  achieved.   But  the  goals  themselves  -  and 
the  final  control  of  the  economy  -  still  remain  firmly  in  the 
hands  of  the  Communist  Party  .... 


*  Excerpts  from  Comparative  Economic  Systems:  An  Inquiry 
Approach,  by  John  R.  Coleman,  Ted  C.  Soens,  and  Edwin 
Fenton,  pp.  156-59  C.  1974  Holt,  Rinehart  and  Winston, 
Publishers. 


4 


ACTIVITY  2 


COLLECTIVE  BARGAINING  IN  CANADA 


t 
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TITLE: 


COLLECTIVE  BARGAINING  IN  CANADA 


RECOMMENDED  GRADE:  Twelve;   Topic  A  -  Political  and  Economic 

Systems 


FOCUS  QUESTION: 


TIME  REQUIRED: 

CONCEPT: 

RELATED  CONCEPTS 


How  can  unions  and  management  conduct 
collective  bargaining  for  the  benefit  of 
both  the  individual  and  the  collective 
needs  of  society? 

Two  to  four  classroom  periods 

Labor/Management  relations 

Decision  making,  planning  and  budgeting, 
measurement . 


INSTRUCTIONAL  OBJECTIVES: 

1.  Students  should  be  able  to  identify  the  basic  elements 
of  the  collective-bargaining  process  as  they  apply  to 
the  Canadian  situation. 

2.  Students  will  act  out  an  assigned  role  during  the 
collective-bargaining  process  and  attempt  solutions  that 
are  realistic  in  scope. 

3.  Students  will  focus  on  issues  which  are  common  to  all 
countries. 

4.  Students  should  appreciate  the  interdependent  factors 
involved  in  the  process  of  negotiated  compromise 
operating  in  the  democratic  society. 

RATIONALE: 


Since  over  30  percent  of  all  Canadian  workers  belong  to  some 
form  of  union,  citizens  in  this  country  should  be  expected  to 
develop  some  understanding  of  the  collective  bargaining 
process  in  the  mixed-market  economy.   Whether  or  not  there  is 
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agreement  over  the  roles  assumed  by  management  or  unions,  a 
basic  knowledge  of  the  steps  to  be  followed  and  of  the  levels 
of  complexity  of  collective  bargaining  should  promote  an 
appreciation  for  the  process. 

Both  are  often  under  considerable  internal  pressure  -  the 
unions  from  their  rank-and-'f ile  membership  and  management 
from  the  stockholders.   Thus,  this  union-and-management 
simulation  is  an  effort  to  have  participants  focus  on  the 
issues.   It  portrays  an  effort  of  a  union  to  establish  an 
initial  contract  in  a  recently  unionized  plant.   As  a 
simulation  dealing  with  the  basics  of  bargaining,  it  avoids 
the  complexities  of  many  contracts  (i.e.  pensions)  and  does 
not  attempt  to  investigate  issues  characteristics  of  a 
particular  type  of  industry  (i.e.  incentive  plan).   Instead, 
this  simulation  focuses  on  those  issues  common  to  all 
contracts  and  tries  to  give  the  student  an  overview  of  the 
whole  collective-bargaining  process. 

MATERIALS: 

Overhead  projector,  name  badges,  poster  paper  and  felt  pens, 
hand-outs  1-1  through  1-4. 

PROCEDURE: 

1.  To  set  up  the  activity,  the  class  should  by  divided  into 
groups,  with  six  students  per  group.  Since  a  balance  of 
negotiating  strength  is  required,  careful  selection  of 
these  groups  would  be  considered  by  the  teacher. 
Remember  that  this  balance  will  become  more  evident  when 
each  group  is  further  subdivided  into  subgroups  of  three 
students.   Each  subgroup  will  represent  either  union  or 
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management.   Each  member  of  the  subgroup  will  represent 
a  member  of  the  bargaining  team  as  outlined  further  on. 

2.  After  the  groups  and  subgroups  have  been  selected,  the 
teacher  should  briefly  explain  the  methods  and 
objectives  of  the  simulation  stressing  that  the 
participants  must  negotiate  within  the  terms  and 
conditions  imposed  by  the  instructions,  the  scenario, 
and  the  stated  bargaining  positions.   The  interests  of 
business  and  of  union  members  (employees)  should  be 
discussed  before  the  activity  begins. 

3.  Students  should  be  given  classroom  time  to  study  the 
simulation  data  common  to  all  participants  as  well  as 
the  material  relating  to  their  own  subgroup.   Note  that 
the  union  personnel  receive  hand-outs  1-1,  1-2,  and  1-3, 
whereas  management  personnel  receive  hand-outs  1-1,  1-2, 
and  1-4.   All  the  costs  and  figures  given  in  the  tables 
of  hand-out  1-2  are  to  be  taken  as  accurate. 
Participants  should  assume  a  40  hour  week  with  no  change 
in  the  new  contract.   (NOTE:   An  explantion  of  the 
formulas  for  the  tables  can  be  found  immediately  after 
the  Follow-Up). 

4.  Ask  students  to  select  one  of  the  three  available  roles 
per  subgroup  and  wear  a  badge  signifying  that  role. 

5.  Introduce  the  time  schedule  for  the  activity.   Have 
students  note  this  down.   Note  that  the  times  allotted 
for  each  round  are  suggested  times  only.   Depending  on 
factors  such  as  the  strength  of  the  class  and  the  time 
available,  the  teacher  may  adjust  the  times  for  each 
round. 
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(a)  Round  1 

-  Team  discussions  for  20  minutes  of  the  initial 
bargaining  position  (subgroups  only). 

-  Negotiations  for  20  minutes. 

(b)  Round  2 

-  Team  discussion  for  10  minutes  to  assess  posi- 
tions. 

-  Negotiations  for  20  minutes. 

(c)  Round  3 

-  Team  discussions  and  negotiations  (same  schedule 
as  Round  2) 

(d)  Round  4 

-  Final  team  discussion  for  15  minutes  to  assess 
positions  and  prepare  final  offers. 

-  negotiations  for  20  minutes. 

6.    Ratification 

(a)  Students  meet  as  a  class  with  the  goal  of  accepting 
or  rejecting  the  contract.   Each  participant  shall 
vote  and  the  method  of  voting  should  be  agreed  on 
by  majority  decisions.  The  advantage  of  this 
approach  is  that  each  student  will  be  totally 
involved  throughout  the  activity  and  be  able  to 
apply  the  experience  gained  to  an  analysis  of  the 
contract  presented  to  the  group  as  a  whole. 

(b)  Since  only  one  contract  can  be  voted  on,  the 
teacher  should  select  one  contract  offer  for 
consideration.   Why  the  teacher?   Because  every 
student  has  been  actively  involved  in  the 
negotiations  and  may  have  a  particular  bias. 
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Criteria  to  be  used  in  selecting  the  contract  offer 
might  include:   inclusion  of  all  five  contract 
categories;  agreement  between  the  two  parties  on 
some  common  positions;  good  faith  in  bargaining; 
and/or  uniqueness  of  the  contract  offer. 

(c)   The  vote  shoud  be  conducted  and  the  contract  offer 
declared  accepted  or  rejected. 

EVALUATION: 

1.    Debriefing 

When  the  class  has  either  ratified  or  rejected  the 
contract,  bring  the  students  together  for  a  debriefing 
session. 

Ask  the  following  questions. 

(a)  Were  there  any  winners  or  losers? 

(b)  What  criteria  would  you  use  to  determine  this? 
Answers  should  reflect  the  actual  contract  position 
under  consideration. 

(c)  Were  there  "errors"  made  during  the  negotiations? 

(d)  Of  what  importance  were  these  "errors" 

(e)  How  could  they  have  been  corrected? 

(f)  What  negotiable  items  were  left  out  of  the  simula- 
tion? 

(g)  How  can  these  negotiable  items  be  included? 

(h)   What  are  the  reasons  the  union  would  not  want  a 
strike? 
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(i)   What  are  the  reasons  the  management  would  not  want 
a  strike? 

During  this  debriefing,  encourage  the  students  to  reason 
out  their  answers  by  careful  consideration  of  all  the 
consequences  and  implications  of  any  course  of  action 
taken  during  collective  bargaining.   *  Positions  of 
both  parties  should  be  carefully  considered  in  student 
analysis. 

2.  Students  are  to  reconvene  in  their  original  groups  of 
six  and  formulate  oral  responses  to  these  two  dilemmas: 

(a)  Should  such  items  as  technological  change  and  rates 
of  work  be  subjects  of  collective  bargaining? 

(b)  How  can  you  identify  the  formal  and  informal  ways 
in  which  union  may  restrict  the  freedom  of  indivi- 
dual members  and  freedom  of  management? 

(c)  How  can  you  identify  the  formal  and  informal  ways 
in  which  a  business  may  restrict  the  freedom  of 
individual  workers  and  workers  as  a  group? 

3.  Have  a  representative  of  each  group  briefly  describe  the 
solutions  to  these  dilemmas  arrived  at  the  group  parti- 
cipants.  Note  these  on  the  overhead  projector  or  chalk 
board.   Ask  students: 

(a)  What  should  be  the  role  of  unions  and  management  in 
dealing  with  technological  change? 

(b)  How  might  unions  become  more  democratic? 
Management? 

4.  As  a  concluding  exercise,  students  should  write  a  short 
position  paper  (limit  of  two  pages)  in  which  they 
respond  to  one  of  the  following  statements: 
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(a)  The  collective-bargaining  process  encourages  direct 
confrontation  between  union  and  management. 

(b)  Fairness  is  an  important  component  of  collective 
bargaining. 

(c)  Canadian  society  benefits  from  the  process  of 
collective  bargaining. 

(d)  In  the  context  of  the  needs  of  Canadian  society, 
the  collective-bargaining  process  is  outmoded. 

FOLLOW-UP: 

1.    Divide  the  students  into  groups  of  2  to  4  and  have  them 
conduct  research  projects  on  the  following  topics: 

(a)  What  impact  did  the  industrial  revolution  have  on 
the  union  movement? 

(b)  How  do  you  account  for  the  relatively  low  union 
membership  in  particular  sectors  of  the  economy 
(i.e.  banking)? 

(c)  How  do  some  employers  attempt  to  inhibit  union 
formation? 

(d)  In  what  ways  is  the  labor  movement  related  to 
political  activity  and  policy? 

(e)  How  can  unions  and  management  have  an  impact  on 
government  policy? 

(f)  How  does  inflation  have  an  impact  on  labor /manage- 
ment negotiations. 
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(g)   What  might  labor/management  see  as  important 
factors  in  an  industrial  strategy  for  Canada? 

2.  Bring  in  an  official  from  a  union  and  a  management  level 
official  into  the  class  to  present  their  views  on 
collective  bargaining. 

3.  Invite  students  to  interview  small  business  people  in 
the  area  and  find  out  their  positions  regarding  union 
membership  by  their  employees.   Also  interview  employees 
and  management  in  union  and  non-union  shops  to  obtain 
their  views. 

CROSS  REFERENCE: 

The  major  concept  (labor/management  relations)  and  the 
related  concepts  (decision-making,  planning  and  budgeting, 
measurement)  can  also  be  found  in: 

(a)  The  following  grade  levels  and  topics  of  Division 
4: 

Grade  10  :   Topic  B  -  Canadian  Unity. 

Topic  C  -  Canada  and  the  World 
Grade  11  :   Topic  B  -  Distribution  and  Utilization 

of  Resources 

(b)  Kanata  Kit  12:   "Power  and  Politics  in  Canada," 
Activity  4  (The  Power  of  Organized  Labor). 

(c)  These  prescribed  texts: 

Our  Western  Heritage:   Roselle  and  Young 

(d)  These  recommended  sources: 

The  Trade  Union  Movement  of  Canada  1827-1959: 
Charles  Lipton. 
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(e)  Other  sources: 

Understanding  Canadian  Labour  Unions:   Gordon 
Milling,  CFEE. 

Introduction  Economics:   A  Canadian  Analysis: 
Maurice  Archer. 

(f)  Alberta  Labor,  A  Heritage  Untold:   Warren 
Carragata,  Lorimer 

(f)   Economic  Terms  and  Concepts  (This  Appendix) 
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COLLECTIVE  BARGAINING 
IN  CANADA 


APPENDIX  FOR  HANDOUTS 
1-1  THROUGH  1-4 
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HANDOUT  1-1 
(For  All  Participants) 


SCENARIO: 

Sparks  Electric  Incorporated  is  a  small  company  of  152 
employees  in  Gambletown,  a  southern  Alberta  community  of 
10,000  with  a  mixed  agriculture/light  industrial  economy. 

There  are  a  number  of  factories,  small  in  size,  working  at  or 
close  to  capacity.   The  labor  situation  in  Gambletown  is 
nonfluid  for  a  number  of  reasons.   First,  Gambletown  does  not 
attract  new  industry  with  the  result  that  the  number  of  jobs 
available  is  limited.   Second,  unemployment  in  the  community 
runs  at  3.5%,  leaving  Gambletown  without  a  significant  pool 
of  unemployed  labor  on  which  businesses  can  draw. 
Consequently,  neither  the  union  nor  the  company  desires  a 
strike  and  both  are  prepared  to  compromise  on  issues. 

Sparks  Electric  has  operated  in  Gambletown  for  the  past 
fifteen  years.   Wages  have  not  been  traditionally  high  but 
Gambletown  is  not  an  expensive  community  to  live  in,  relative 
to  more  urban  areas.   While  a  number  of  employees  have  been 
with  the  firm  from  the  beginning,  attracted  by  the  small 
plant  and  community,  the  majority  are  local  people  who,  wish- 
ing to  stay  in  Gambletown,  have  been  hired  as  jobs  became 
available  in  the  plant.   In  addition,  company/employee 
relations  have  been  generally  good  -  disputes  have  been 
settled  by  management  and  the  company  has  found  it  necessary 
to  fire  employees  on  only  a  few  occasions. 

In  spite  of  the  static  labor  force  at  Sparks  Electric  a 
number  of  factors  have  resulted  in  the  formation  of  a  union, 
Local  565.   The  Canadian  economy  has  been  on  the  upswing  with 
resultant  increases  in  the  cost  of  living,  and  employees  have 
felt  that  their  wages  were  not  keeping  pace.   Thus,  these 
workers  are  now  looking  to  the  union,  negotiating  its  first 
contract,  to  obtain  a  50<j^  per  hour  increase.   Employees  are 
also  looking  for  increased  vacations,  since  all  employees 
receive  2  weeks  vacation  after  1  year  of  service  without 
consideration  for  length  of  service.   Additional  objectives 
include  the  union  shop,  plant-wide  seniority  and  the  issue  of 
contract  length. 

BARGAINING  TEAMS: 

Union:   President,  Local  565 

Chief  Steward,  Local  565 

Staff  Representative  from  the  Union's  central  office 

Management:   President  of  the  Company 
Company  Lawyer 
Company  Treasurer 
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NEGOTIATING  DATA 
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Table  1  -  Profit  Statement 


Total  Sales 

$ 

6 

,400 

,000 

Expenses 

4 

,800 

,000 

Operating  Margin 

$ 

1 

,600 

,000 

Less:   Depreciation 

800 

,000 

on  equipment 
Profit  before  Taxes 

$ 

800 

,000 

Less  Income  Taxes 

400 

,000 

NET  PROFIT 

$ 

400 

,000 

NOTE:   Company  sales  will  probably 

increase  by  20%  this  year  due 
to  an  upturn  in  the  economy. 


Table  2  -  Employee  Profile  by  Length  of  Service 


Years  of 

Number  of 

Years  of 

Number  of 

Service 

Employees 

Service 

Employees 

Less  than 

1  year 

7 

8  years 

11 

1  year 

10 

9  years 

10 

2  years 

8 

10  years 

9 

3  years 

10 

11  years 

10 

4  years 

8 

12  years 

9 

5  years 

20 

13  years 

2 

6  years 

20 

14  years 

3 

7  years 

12 

15  years 

o 
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Note  on  calculating  costs  for  handout  1-2: 

(a)  Table  3  -  Wage  Profile: 

-  Rate  1  hour  x  number  in  the  job  classification  x 
2080  =  Total  cost  per  annum. 

(b)  Table  4  -  Cost  of  Various  Wage  Increases: 

-  2080  X  new  plant  average  rate  x  number  of 
employees  (152)  =  Total  annual  wage  cost. 

(c)  Table  5  -  Cost  of  Additional  Vacation  Packages: 

-  Total  number  of  employees  with  completed  years  of 
service  per  option  x  new  weekly  average  hourly 
wage  X  number  of  weeks  =  Cost  of  vacation  package 
per  option. 
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HANDOUT  1-2  (Continued) 


Table  3  -  Wage  Profile   (Based  on  2080  hours  per  year) 


Job 
Classification 

Number  on 
Job 

Rate  Per 
Hour 

Total  Cost 
Per  Annum 

Assembler 
Inspector 
Maintenance 
General  Labour 
Clerical 

Total: 

75 
12 
15 
30 
20 

152 

7.00 
8.00 
5.60 
6.00 
6.20 

$  1,092,000 
199,680 
174,720 
374,400 
257,920 

$  2,098,720 

NOTE:   Current  plant  average  hourly  rate  =  $6.64 


Table  4  -  Cost  of  Various  Wage  Increases 


Amount  of 

Annual 

Total  Annual 

Increase 

Increased  Cost 

Wage  Cost 

Current 

$  2,098,720 

1.00  /  hr. 

316,742 

2,415,460 

.80  /  hr. 

253,510 

2,352,230 

.60  /  hr 

190,278 

2,288,998 

.40  /  hr. 

127,046 

2,225,766 

.20  /  hr. 

63,814 

2,162,534 

Table  4B  -  Alternative  Method  Calculations  Cost  of  Wage  Increases 


Amount  of 
Current  Increases 

Annual 
Increased  Cost 

Total  Annual 
Wage  Cost 

1.00  /  hr. 
.80  /  hr. 
.60  /  hr. 
.40  /  hr. 
.20  /  hr. 

316,160 
252,928 
189,696 
126,464 
63,232 

$  2,099,302.4 
2,099,302.4 
2,099,302.4 
2,099,302.4 
2,099,302.4 

Using  average  hourly  wage  method 

Increased  Cost  =  Increase  x  152  x  2080 
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Current    Costs: 

$ 

77,024 

Option    a) : 

-  at 

$7.64 

plant 

average 

hourly 

rate 

-  at 

7.44 

ti 

II 

It 

II 

-  at 

7.24 

ti 

II 

It 

It 

44,308 

-   at 

7.04 

II 

It 

It 

II 

43,084 

-  at 

6.84 

M 

II 

It 

II 

Option    b) : 

-  at 

$7.64 

plant 

average 

hourly 

rate 

$ 

38,506 

-  at 

7.44 

It 

II 

It 

II 

37,498 

-   at 

7.24 

II 

II 

It 

It 

36,490 

-  at 

7.04 

It 

It 

It 

It 

35,482 

-  at 

6.84 

n 

If 

II 

II 

34,474 

Option   c) : 

-  at 

$7.64 

plant 

average 

hourly 

rate 

$ 

34,228 

-  at 

7.44 

II 

II 

It 

It 

33,332 

-  at 

7.24 

II 

It 

It 

11 

32,436 

-  at 

7.04 

It 

It 

II 

It 

31,540 

-   at 

6.84 

II 

It 

It 

II 

30,644 

Option   d) : 

-  at 

$7.64 

plant 

average 

hourly 

rate 

$ 

27,198 

-  at 

7.44 

II 

II 

It 

II 

26,486 

-  at 

7.24 

II 

II 

II 

II 

25,774 

-   at 

7.04 

II 

It 

II 

II 

25,062 

-  at 

6.84 

II 

It 

It 

II 

24,350 

Option    e) : 

-  at 

$7.64 

plant 

average 

hourly 

rate 

$ 

27,198 

-  at 

7.44 

II 

II 

It 

II 

24,486 

-  at 

7.24 

It 

II 

It 

II 

25,774 

-  at 

7.04 

II 

It 

II 

II 

25,062 

-  at 

6.84 

II 

It 

It 

II 

24,350 

TABLE  6  -  Consumer  Price  Index  Figures* 
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Date 

1979 

1980 

January 

February 

March 

April 

May 

June 

July 

August 

September 

October 

November 

December 

Annual 
Average 

182.7 
184.4 
186.6 
187.9 
189.7 
190.6 
192.1 
192.8 
194.5 
195.9 
197.8 
199.0 
191.2 

200.1 
202.8 
204.0 
205.2 
207.6 
209.9 
211.5 

*  CPI  based  level  of  100  (base  year 
1971):   seven  major  categories  included 
in  the  CPI.   For  further  information, 
dial  Statistics  Canada  (toll  free 
1-800-222-6400) 
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Table  8  -  Community  Comparison  Wages  and  Vacations 
(Companies  with  more  that  100  employees) 


Company 

W^-ges/Hour 

Yrs.  Service 

Paid 
Vacation 

Time  left  in 
Contract 

Max. 

Min. 

Ave. 

.  for  Vacation 

3  weeks 

4  weeks 

Sparks 
Electric 

$8.00 

$5.60 

$6.80 

- 

- 

5 

Negotiating 

Brown 
Sugar  Ltd 

8.84 

6.36 

7.60 

10 

20 

6 

10  months 

Slippery 
Shoe 

8.20 

5.80 

7.00 

15 

- 

6 

No  Contract 

J  and  J 

8.76 

6.44 

7.60 

10 

- 

7 

9  months 

Haines 
Bedding 

8.60 

6.30 

7.40 

10 

20 

5 

7  months 

Mod 
Furniture 

7.80 

5.30 

6.80 

10 

20 

7 

No  Contract 

Rank 
Casting 

8.54 

6.26 

7.40 

15 

20 

6 

6  months 
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HANDOUT  1-3 
(For  Union  Personnel  Only) 


UNION  POSITIONS  AND  ALTERNATIVES: 

The  union  bargaining  team  has  presented  the  union  objectives 
listed  below  to  the  local  and  has  received  a  91%  vote  of 
approval  from  the  locals  and  members  to  negotiate  on  the 
basis  of  these  objectives  and  their  alternatives.   Your  team 
may  elect  to  have  one  person  as  a  spokesperson  on  all  matters 
or  you  may  choose  to  share  responsibilities. 

President  and  Chief  Steward:   As  the  officers  of  the  union 
local  you  are  committted  to  strong  bargaining.   Both  of  you 
are  respected  by  the  membership  for  your  views,  but  failure 
to  achieve  a  satisfactory  contract  could  result  in  a 
reduction  of  your  prestige.   However,  you  are  aware  of  the 
labor  situation  in  Gambletown  and  the  limitations  it  imposes 
on  your  bargaining  position.   Consequently  you  will  do  all  in 
your  power  to  avoid  a  strike. 

Union  representative:   As  central  office  representative  in 
the  initial  negotiation  you  would  very  much  like  to  see  a 
settlement  strongly  favoring  the  members.   However  you  are 
aware  that  a  strike  at  this  point  could  endanger  the  local's 
existence.   The  structure  of  the  Gambletown  labor  market  also 
forces  you  to  recognize  the  need  for  compromise.   You  will  be 
bargaining  firmly,  but  will  do  all  in  your  power  to  avoid  a 
strike. 

NEGOTIATING  POSITIONS  OF  THE  UNION: 

On  all  issues  the  first  position  represents  the  union's 
maximum  objective,  while  the  last  position  represents  the 
minimum  objective.   Thus,  acceptance  of  all  maximum  positions 
would  represent  total  success  for  the  union,  just  as  agree- 
ment on  all  minimum  objectives  would  represent  success  for 
the  company. 

1.    Union  Rights  and  Security 

(a)  Union  shop:   all  company  employees  must  become 
members  of  the  union  after  30  days  employment  with 
the  Company. 

(b)  Compulsory  dues  shop:   all  employees  must  pay  dues 
to  the  union  but  are  not  required  to  join  it. 
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(c)  Checkoff:   the  company  will  deduct  dues  from  all 
union  members '  pay  cheques  and  hand  over  this  sura 
to  the  union. 

(d)  Open  shop:   employees  are  not  required  to  join  the 
union,  nor  will  the  company  collect  union  dues. 

2.  Wages 

(a)  $1.00  raise  per  hour 

(b)  .80  raise  per  hour 

(c)  .60  raise  per  hour 

(d)  .40  raise  per  hour 

(e)  .20  raise  per  hour 

3.  Vacations 

Currently  the  company  operates  according  to  the  Alberta 
law  by  giving  2  weeks  vacations  after  1  year  of 
service. 

(a)  3  weeks  after  4  years'  service  and  4  weeks  after  10 
years. 

(b)  3  weeks  after  5  years'  service  and  4  weeks  after  12 
years. 

(c)  3  weeks  after  5  years'  service  and  4  weeks  after  15 
years. 

(d)  3  weeks  after  6  years'  service  and  4  weeks  after  17 
years. 

(e)  3  weeks  after  6  years 

4.  Seniority  Clauses 

(a)   Combination  seniority:   if  an  employee's  job  is 

eliminated  he/she  may  replace  the  junior  person  in 
his/  her  department,  the  junior  person  in   his/her 
job  classification  or  the  junior  person  plant-wide, 
if  he/she  can  do  the  job.   The  system  will  protect 
the  salary  of  a  senior  person  in  the  event  of  a 
layoff . 
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(b)  Plant-wide  seniority:   an  employee  laid  off  may 
replace  the  junior  person  plant-wide,  if  he/she  can 
do  the  job. 

(c)  Departmental  seniority:   seniority  shall  be 
determined  by  length  of  service  in  his/her 
department.   In  effect  a  departmental  layoff  will 
result  in  the  layoff  of  the  junior  person  in  the 
department . 

(d)  Occupation-wide  seniorty:   seniority  is  determined 
by  his/her  length  of  service  in  that  occupation. 

In  effect  the  junior  person  in  that  occupation  will 
be  released.   This  will  maintain  wage  rates  at  a 
high  level . 

(e)  No  seniority  clause:   the  company  shall  determine 
who  is  laid  off  or  promoted  on  the  basis  of  its 
assessment  of  employees. 

5.    Contract  Term 

(a)  One  year  agreement. 

(b)  Two  year  agreement.   Either  party  may  reopen 
negotiations  on  wages  at  the  end  of  the  first 
year. 

(c)  Two  year  agreement. 

(d)  Three  year  agreement.   Either  party  may  reopen 
negotiations  on  wages  at  the  end  of  eighteen  months 
of  the  contract. 

(e)  Three  year  agreement. 
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GENERAL  MANAGEMENT  SITUATION 

Sparks  Electric  has  a  history  of  generally  good  relationships 
with  its  employees.   Discipline  has  not  been  a  serious 
problem  in  the  plant  and  when  possible,  the  company  has 
promoted  from  its  own  ranks.   However,  the  company  recognizes 
the  necessity  of  dealing  with  a  certified  union  and  it  is 
prepared  to  do  so  firmly  and  fairly. 

You  are  aware  of  the  union's  demands  and  realize  that  you 
must  prepare  an  effective  counter-offer  for  the  first 
negotiation  session.   Based  on  clear  evidence  your  team 
should  establish  for  yourselves  what  you  would  consider  to  be 
a  reasonable  final  settlement,  bearing  in  mind  that  you  wish 
to  avoid  a  strike.   Naturally,  you  are  most  concerned  over 
the  money  issues.   You  would  be  prepared  to  give  ground  on 
nonmonetary  items,  if  this  would  result  in  a  reduction  in 
monetary  items.   However,  your  negotiating  team  will  insist 
on  clear  proof  before  accepting  a  union  demand. 

Your  team  may  elect  to  have  one  person  as  the  spokesman  on 
all  matters  or  you  may  elect  to  have  each  member  of  the  team 
to  take  responsibility  for  a  particular  issue. 

NEGOTIATING  POSITIONS  OF  MANAGEMENT: 

On  all  issues  the  last  position  represents  the  company's 
best.   The  further  management  moves  the  union  away  from  its 
maximum  demands,  the  greater  its  success  in  the  contract 
negotiations. 

Position:   While  the  last  position  represents  its  weakest 
position,  consequent  acceptance  of  all  final  positions  would 
represent  total  success  for  the  company,  just  as  total 
acceptance  of  all  first  positions  would  represent  total 
success  for  the  union. 

1.    Union  Rights  and  Security 

The  company  president  has  strong  feelings  on  this 
matter.   You  are  prepared  to  accept  and  negotiate  with 
the  union,  but  you  believe  that  the  union  must  be 
responsible  for  its  own  existence.   Membership  in  the 
union  as  a  pre-condition  of  employment  in  your  plant  you 
find  difficult  to  accept. 
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Possible  Union  Positions 

(a)  Union  shop:   all  company  employees  must  become 
members  of  the  union  after  30  days  with  the 
Company . 

(b)  Compulsory  dues  shop:   All  employees  must  pay  dues 
to  the  union  but  are  not  required  to  join  it. 

(c)  Checkoff:   the  company  will  deduct  dues  from  all 
union  members'  cheques  and  hand  over  the  sum  to  the 
union. 

(d)  Open  shop:   employees  are  not  required  to  join  the 
union,  nor  will  the  company  collect  union  dues. 

2.  Wages 

The  company  is  aware  of  the  union's  $1.00  per  hour  pay 
increase  demand.   All  three  company  representatives  are 
united  in  their  opposition  to  this  demand  -  the  company 
lawyer  and  treasurer  in  particular  as  they  have  costed 
out  the  various  increases  and  are  concerned  about  their 
impact  on  the  shareholders  who  wish  to  see  a  strong 
profit  position  in  an  improving  economy.   You  would 
readily  agree  to  a  40^   per  hour  increase.   However,  the 
economic  upswing  indicates  a  substantial  increase  in 
sales  (about  20%)  for  the  coming  year  -  consequently  you 
are  prepared  for  60^   per  hour  increase  and,  should  the 
union  restrain  its  demands  in  other  areas,  you  might  go 
as  high  as  80(|^  per  hour. 

Possible  Union  Positions 

(a)  $1.00  raise  per  hour 

(b)  80<j^  raise  per  hour 

(c)  GO^  raise  per  hour 

(d)  40<j^  raise  per  hour 

(e)  20<{^  raise  per  hour 

3.  Vacations 

The  company's  cost-conscious  lawyer  and  treasurer  are 
quick  to  identify  vacations  as  a  money  issue.   Any 
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increase  in  vacations  will  eat  into  company  profits. 
While  you  will  not  agree  to  the  total  union  package,  you 
are  prepared  for  compromises  -  but  those  compromises 
will  be  strongly  influenced  by  the  per-hour  increase. 

Possible  Union  Positions 

(a)  3  weeks  after  4  years'  service  and  4  weeks  after  10 
years 

(b)  3  weeks  after  5  years'  service  and  4  weeks  after  12 
years 

(c)  3  weeks  after  5  years'  service  and  4  weeks  after  15 
years 

(d)  3  weeks  after  6  years'  service  and  4  weeks  after  17 
years 

(e)  3  weeks  after  6  years 

4.    Seniority  Clauses 

Again  the  president  has  rather  firm  views  on  the  issue. 
In  general  you  believe  that  seniority  rules  interfere 
with  sound  and  affective  company  operation.   Therefore 
you  would  like  to  do  without  any  seniority  clauses  at 
all.   However,  you  recognize  the  need  for  concession  and 
will  readily  agree  to  departmental  seniority. 
Successful  negotiation  on  monetary  items  would  allow  you 
to  accept  plant-wide  seniority. 

Possible  Union  Positions 

(a)  Combination  seniority:   if  an  employee's  job  is 
eliminated  he/she  may  replace  the  junior  person  in 
his/her  department,  the  junior  person  in  his/her 
job  classification  or  the  junior  person  plant-wide, 
if  he/she  can  do  the  job.   This  system  will  protect 
the  salary  of  the  senior  person  in  the  event  of  a 
layoff. 

(b)  Plant-wide  seniority:   an  employee  laid  off  may 
replace  the  junior  person  plant-wide,  if  he/she  can 
do  the  job. 

(c)  Departmental  seniority:   seniority  should  be 
determined  by  his/her  length  of  service  in  his/her 
department  in  effect  a  departmental  layoff  will 
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result  in  the  layoff  of  the  junior  person  in  the 
department . 

(d)  Occupation  wide  seniority:   seniority  is  determined 
by  his/her  length  of  service  in  that  occupation. 

In  effect  the  junior  person  in  that  occupation  will 
be  released.   This  will  maintain  wage  rates  at  a 
high  level. 

(e)  No  seniority  provisions:   the  company  will 
determine  who  is  laid  off  or  promoted  based  on  its 
assessment  of  employees. 

5.    Contract  Term 

(a)  One  year  agreement. 

(b)  Two  year  agreement.   Either  party  may  reopen 
negotiations  on  wages  at  the  end  of  the  first 
year. 

(c)  Two  year  agreement. 

(d)  Three  year  agreement.   Either  party  may  reopen 
negotiations  on  wages  at  the  end  of  eighteen  months 
of  the  contract. 

(e)  Three  year  agreement. 
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ECONOMIC  CONCEPTS  AND  TERMS 


NOTE:   The  following  is  a  basic  resource  for  teachers, 
a  guide  to  the  terms  and  concepts  used  in  this 
handbook.   It  is  by  no  means  complete.   How- 
ever, the  authors  have  made  every  effort  to  be 
objective  and  accurate,  and  to  provide  examples 
relevant  to  Canadian,  and  in  particular  to 
Albertan,  experience. 

The  Section  is  organized  according  to  the  con- 
cept group  identified  by  the  Alberta  Foundation 
for  Economic  Education. 
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Goal  Setting A. 2 
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Land  and  Labor A.  3 

Technology   

Opportunity  Cost   .  .  .    A. 4 
Decision  Making: 
Choice,  Criteria, 
Trade-Offs A. 4 


B.   EXCHANGE 
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1. 

ALLOCATION 
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Trade  and  Exchange   .  .    B.l 
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Supply  and  Demand: 
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Market  Prices,  Market 
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Economic  Growth   .  . 
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D.l 
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A.    ECONOMIC  RESOURCES 


1,    Economics 


Economics  is  the  study  of  how  man  attempts  to 
satisfy  his  needs  and  wants  in  a  condition  of 
scarcity.   Because  of  scarcity,  choices  must  be 
made  about  what  to  produce,  how  to  combine 
resources  in  production,  and  how  to  share  the 
products.   Every  society  must  possess  some  means 
-  markets,  traditions,  judges,  or  whatever  -  of 
making  these  decisions.   The  decisions  that  are 
made  may  be  more  or  less  efficient,  just,  or  wise, 
but  they  are  made. 


2.    Scarcity 


The  idea  of  scarcity  is  fundmental  to  the  study  of 
economics . 

Scarcity  exists  wherever  there  are  not  enough  goods 
and  services  to  satisfy  every  human  want.   An 
abstemious  hermit  may  want  only  the  few  crusts  and 
rags  that  he  has;  for  him,  scarcity  does  not  exist 
because  he  has  eliminated  it  by  reducing  his  wants. 
For  most  of  us,  our  wants  exceed  our  means,  and 
scarcity  exists.   People  in  severe  poverty  are 
short  of  basic  necessities.   Wealthier  people 
usually  would  like  even  more  good  things  than  they 
have.   The  idea  of  scarcity  is  separate  from  the 
idea  of  poverty.   The  idea  of  scarcity  is  tied  to 
the  idea  of  choice.   Anyone,  whether  rich  or  poor, 
must  make  choices  if  his  wants  exceed  his  means.   A 
child  with  only  twenty-five  cents  to  spend  on  candy 
must  choose  which  kind  to  buy  from  the  many  good 
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kinds  he  likes.   Teachers  must  teach  less  than  they 
would  like  to  because  time  is  scarce,  and  must 
choose  what  to  include  and  what  to  leave  out.   The 
Government  of  Canada,  for  all  the  billions  of 
dollars  at  its  disposal,  cannot  do  everthing  the 
voters  would  like  and  must  choose  among  more 
defense,  more  welfare,  lower  taxes,  and  so  on. 
Because  of  scarcity,  each  society  must  have  some 
method  of  choosing  what  to  produce,  how  to  produce 
it,  and  how  to  share  the  product. 

3.    Values,  Needs  and  Wants  -  Goal  Setting 

It  is  often  a  matter  of  opinion  as  to  what  is  a 
need  and  what  is  a  want.  Usually,  needs  are  thought 
of  as  satisfying  the  desire  to  live  by  providing 
the  basic  elements  of  survival;  air,  food,  clothing 
and  shelter.   Wants  satisfy  the  desire  to  live  a 
little  better.   People  in  Alberta  could  satisfy 
their  need  for  shelter  with  a  sod  house,  but  most 
people  want  something  better  in  housing.   Because 
of  our  wants,  we  eat  far  more  food  than  we  need  for 
survival.   Wants  are  shaped  by  taste,  values, 
income  and  the  price  of  goods  and  services. 
Values  -  our  judgments  or  feelings  about  what  ought 
to  be  -  influence  the  economic  choices  we  make  as 
citizens  and  nations. 

People  who  attempt  to  satisfy  their  wants  are 
consumers  and  the  process  of  satisfying  wants  is 
called  consumption.   Goods  and  services  that 
satisfy  wants  directly  (eg.  food,  houses,  cars, 
shoes,  toys)  are  consumer  goods  and  services. 
Producers  are  people  who  provide  goods  and  services 
through  the  process  of  production. 
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4.    Factors  of  Production:   Land  and  Labor 

Production  takes  place  in  households,  plants, 
factories  and  other  businesses.   To  carry  on 
production ,  the  productive  resources  of  land , 
labor ,  capital ,  and  entrepreneur ship  are  necessary. 
These  resources  are  often  called  the  factors  of 
production. 

(a)  Land  or  Natural  Resources: 

Natural  Resources  are  all  those  forces  and 
products  of  nature  available  for  use  by 
mankind.   These  resources  include  the  earth 
and  its  climate;  the  land  and  water  of  the 
earth  and  all  their  flora  and  fauna;  and  all 
the  accessible  and  known  mineral  wealth  which 
lies  beneath  the  surface  of  our  plant. 
Throughout  history  the  human  race  has  added  to 
these  resources  through  new  discoveries  and 
new  uses. 

For  the  purposes  of  our  present  study  we  shall 
refer  to  these  resources  simply  as  "land". 

(I  feel  it  is  misleading  to  limit  the  concept 
of  natural  resources  to  land  only,  without 
proffering  some  such  explanation.) 

( b )  Labor  or  Human  Resources : 

Labor  is  any  kind  of  productive  human  effort. 
It  can  be  manual  or  mental  exertion  for  which 
wages,  salaries  or  professional  fees  are 
earned.   Labor  includes  the  efforts  of  all 
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people  involved  in  production  such  as 
administrators,  managers,  builders, 
researchers,  inventors,  professionals,  and  day 
laborers.   Both  the  number  of  people  and  the 
quality  of  their  labor  are  important  in  the 
production  of  goods  and  services. 

6.  Opportunity  Cost 

Opportunity  Cost  means  that  resources  used  to 
satisfy  one  want  cannot  be  used  to  satisfy  another 
want.   When  we  choose  to  have  one  good  or  service 
we  must  give  up  another,  and  what  we  give  up  is  the 
opportunity  cost  of  what  we  choose. 

The  opportunity  cost  of  a  good  or  service  is  not 
all  the  other  goods  and  services  we  could  have 
chosen,  but  the  one  next  best  choice.   If  a 
community  chooses  to  use  a  tract  of  land  for  a 
park,  the  land  cannot  be  used  for  a  shopping 
centre.   If  a  teacher  uses  a  Sunday  afternoon  to 
mark  papers  rather  than  go  skiing,  the  skiing  trip 
is  the  opportunity  cost  of  the  marking. 
Opportunities  that  must  be  given  up  are  important 
considerations  in  systematic  decision  making. 
Opportunity  cost  is  a  key  factor  in  determining 
which  resources  man  will  develop  to  satisfy  his 
needs  and  wants. 

7 .  Decision  Making:   Choice,  Criteria,  Trade-Offs 

A  fundamental  aspect  of  economics  is  that  of  making 
decisions  -  on  what  to  produce,  which  resources  to 
use  and  how  to  distribute  the  output  of  production. 
Wise  use  of  scarce  or  depletable  resources  -  a 
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conciousness  of  the  opportunity  cost  of  using 
various  resources  is  an  important  part  of  economic 
decision-making. 

A  model  of  decision  making  is  helpful  in  ensuring 
that  the  right  choices  are  made.   One  systematic 
model  of  decision  making  could  be  as  follows: 

(1)  Define  the  problem; 

(2)  List  the  alternatives; 

(3)  State  the  criteria; 

(4)  Evaluate  alternatives; 

(5)  Make  a  decision. 

Alternatives  are  the  different  options  we  have. 
Criteria  are  the  reasons  we  decide  that  a  certain 
alternative  is  best  for  us  in  a  particular 
situation.   The  five  step  process  can  be  used  in 
both  individual  and  social  decision  making.   When 
many  people  are  involved  in  a  decision,  they  may 
attach  different  values  to  criteria.   Trade-offs 
are  made  to  accommodate  the  differing  values  and 
conflicting  goals  of  the  group. 

Some  decisions  need  not  be  an  all-or-nothing 
choice.   A  trade-off  is  giving  up  some  (not  all)  of 
one  thing  to  get  some  (not  all)  of  another.   Trade- 
offs can  involve  more  than  two  things  and  many 
combinations  are  possible.   Making  trade-offs  is 
not  always  the  same  as  sharing,  dividing  equally  or 
having  something  for  everyone.  What  is  given  up  and 
what  is  gained  must  be  considered  carefully  to 
ensure  that  the  benefits  exceed  the  costs  by  as 
much  as  possible.   Conflicting  goals  may  cause  a 
child  to  make  trade-offs  by  spending  his  lunch 
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money  on  candy,  juice,  apples  or  potato  chips. 
Students  often  make  trade-offs  in  time  for 
baseball,  homework,  chores  and  television.   Cities 
make  trade-offs  when  spending  tax  dollars  on 
streets,  sewage,  transportation  services,  fire  and 
police  protection. 
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B.    EXCHANGE 


1 .  Trade  and  Exchange 

Individuals,  businesses,  regions  and  even  nations 
cannot  produce  all  the  goods  and  services  they 
desire.   Efficient  use  of  our  scarce  resources 
has  required  specialization  and  division  of  labour. 
Because  of  these  factors,  individuals  and  nations, 
etc.  must  exchange  goods  and  services  with  their 
counterparts . 

The  process  of  exchanging  one  thing  for  another  is 
called  trade. 

Trade  has  been  accomplished  by  barter  -  trading  one 
good  or  service  for  another,  or  through  a  medium  of 
exchange  such  as  money.   The  latter  has  proven  to 
be  the  most  versatile  and  practical  at  all  levels 
of  trade. 

It  is  easier  to  sell  my  guitar  for  money  and  then 
buy  the  trombone  I  wanted,  than  to  find  someone  who 
has  a  trombone  to  sell  and  also  wants  my  guitar  in 
exchange  for  it. 

2,  Role  of  Money  as  a  Medium  of  Exchange 

Money  is  anything  generally  accepted  in  exchange 
for  goods  or  services. 

Any  commodity  with  established  value  used  in  trade 
is  a  medium  of  exchange.   Money  is  the  medium  of 
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exchange  commonly  used  to  facilitate  trade  because 
it  allows  society  to  escape  the  complications  of 
barter,  and  to  reap  the  benefits  of  geographic  and 
human  specialization.   Money  is  also  useful  as  a 
unit  of  account,  all  commodities  can  be  expressed 
in  money  terms  so  buyers  and  sellers  can  easily 
compare  the  relative  value  of  these  commodities; 
and  as  a  store  of  value,  money  made  today  can  be 
saved  to  be  spent  at  a  future  time. 

3.    Supply  and  Demand 

(a)  Supply  is  the  quantity  of  a  good  or  service 
offered  for  sale  at  various  prices  at  a 
particular  time.   If  price  is  the  only  factor 
that  changes,  the  higher  the  price  the  more  of 
a  commodity  will  be  produced  and  offered  for 
sale.   The  converse  holds  true. 

(b)  Demand  is  the  quantity  of  a  good  or  service 
consumers  are  willing  and  able  to  buy  at 
various  possible  prices  at  a  particular  time. 
The  lower  the  prices,  the  greater  the  demand. 
The  converse  also  holds  true. 

There  are  other  influences  on  both  supply  and 
demand  that  could  alter  both  production  and  prices, 
such  as  advertising,  peoples'  tastes,  needs, 
income,  competition  and  so  on. 

(c)  A  Market  exists  when  buyers  and  sellers  come 
together  to  exchange  goods  and  services.  In 
the  market,  supply  and  demand  constitute  the 
sum  total  of  all  the  individual  decisions  to 
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buy  and  sell  in  the  market.   Interaction 
between  buyers  and  sellers  determines  prices. 

(d)  The  market  price  of  a  good  or  service  is  the 
price  that  prevails  in  the  market  at  any  given 
time.   In  theory,  competitive  markets  reflect 
conditions  of  supply  and  demand.   What  is 
produced  at  the  lowest  possible  price,  is  of 
good  quality  and  meets  a  need,  will  attract 
the  greatest  number  of  buyers. 

In  other  markets,  prices  may  reflect  monopoly 
influences  or  government  regulations. 

(e)  Market  equilibrium  occurs  when  market  prices 
remain  constant.   When  changes  do  occur  a 
series  of  reactions  are  set  off  until  a  new 
equilibrium  can  be  established. 

4.    Interdependence 

When  an  economy  is  based  on  specialization  (each 
individual  doing  what  he/she  does  best)  and  uses  a 
system  of  trade  and  exchange  to  obtain  other  goods 
and  services  desired,  the  people  in  the  economy 
become  interdependent. 

Interdependence  exists  among  individuals, 
businesses,  regions  and  countries. 

Alberta's  main  resource  base  consists  of  oil  and 
gas  and  agriculture.   Sale  of  these  products  to 
other  parts  of  Canada  v/hich  do  not  have  an 
abundance  of  these  resources  yields  income  which 
may  then  be  used  to  buy  industrialized  goods  not 
available  cheaply  in  Alberta. 
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EFFECTIVE  RESOURCE  ALLOCATION 

1 .  Resource  Allocation 

The  allocation  of  resources  is  the  distribution  of 
resources  among  different  uses  and  users.   An 
essential  characteristic  of  resources  is  that  they 
be  scarce  relative  to  the  total  flow  of  goods  and 
services  which  society  would  like  to  produce  with 
them.   Hence,  a  basic  problem  of  every  economic 
system  is  the  means  of  achieving  the  use  of 
resources  that  will  produce  maximum  efficiency  in 
terms  of  the  optimum  satisfaction  of  needs. 

Resources  should  be  channelled  into  the  production 
of  goods  and  services  that  consumers  or  government 
want  most  and  should  be  prevented  from  entering  the 
production  of  goods  and  services  that  consumers 
want  least.   In  addition,  they  should  be  allocated 
to  the  most  productive  industries. 

In  theory,  the  optimum  allocation  of  resources  may 
be  achieved  through  the  workings  of  the  pure 
free-enterprise  system,  in  which  resources  move 
from  low-paying  to  higher-paying  uses.   Payment  or 
the  current  demand  for  them.   For  example,  if  the 
people  of  a  community  are  sufficiently  concerned 
about  damage  to  their  environment,  and  are  willing 
to  make  the  necessary  sacrifice,  more  of  their 
resources  will  be  devoted  to  pollution  control. 

2.  (a)   Specialization  and  Division  of  Labor 

Specialization  and  division  of  labor  mean 
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essentially  the  same  thing.   Different  people 
do  different  jobs.   Shoemakers  make  shoes, 
surgeons  perform  operations,  farmers  grow 
wheat,  and  so  on.   The  amount  and  the  quality 
of  total  production  are  vastly  improved  this 
way,  compared  with  a  situation  in  which  each 
person  makes  his  own  shoes,  does  his  own 
doctoring,  grows  his  own  food.   In  modern 
economics,  specialization  is  often  carried  to 
a  very  high  level  indeed,  as  in  the  case  of 
assembly-line  workers  who  specialize,  not 
merely  in  making  cars,  but  even  in  attaching 
one  small  piece  to  each  new  car. 
Specialization  makes  people  dependent  on  each 
other  in  two  ways.   First,  each  person  depends 
on  others  to  supply  the  food,  shelter,  and 
other  goods  and  services  he  consumes.   Second, 
with  the  high  degree  of  specialization  found 
in  modern  economics,  each  person  depends  on 
numerous  co-workers  for  the  completion  of  the 
product  they  are  jointly  producing,  and  thus 
for  his  income  from  the  sale  of  the  product. 
Division  of  labor  gives  us  more  income  or 
leisure,  but  at  the  cost  of  making  each  of  us 
less  self-sufficient  and  more  dependent  on 
others,  and  in  some  cases  at  the  additional 
cost  of  giving  us  boring,  repetitive  work; 

(b)   Labor/Management  Relations 

In  most  industrial  societies  labor/management 
relations  have  become  important  to  the 
stability  and  growth  of  the  economy.   If  they 
are  amiable,  business  can  proceed  with  the 
production  of  goods  and  services.   If 
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relations  are  poor,  workers  strike  or  are 
locked  out,  production  is  stopped,  and  other 
sectors  of  the  economy  can  be  adversely 
affected. 

In  Canada  labor  and  management  are  often  in 
adversary  roles.   Management  wants  to  run  the 
business  in  a  manner  that  maximizes  profits. 
On  the  other  hand  labor  wants  wages  to  be  high 
so  that  workers  can  purchase  more  goods  and 
services  and  thus  improve  their  standard  of 
living.   Labor,  also  wants  working  conditions 
to  improve.   Management  cannot  do  this  without 
increasing  prices  and/or  decreasing  profits. 
Disputes  resulting  from  these  opposing  views 
are  usually  settled  through  collective 
bargaining.   Government  intervention  and 
binding  arbitration  are  used  when  the 
collective-bargaining  process  breaks  down. 

3 .    Productivity,  Efficiency,  and  Waste 

(a)   Productivity  is  the  efficiency  with  which 

factors  of  production  are  used.   More  specifi- 
cally, productivity  is  the  measure  of  goods 
and  services  produced  by  a  certain  unit  of  a 
factor  of  production  in  a  given  period  of 
time.   The  factor  whose  productivity  is  most 
commonly  measured  is  labor.  The  productivity 
of  labor  is  normally  measured  as  output  per 
man  per  year,  or  output  per  man  per  shift  or 
per  hour.   (e.g.  output  of  automobiles  per 
man-hour) 

The  motive  for  increasing  productivity  is  to 
produce  more  goods  at  a  low  cost  while  main- 
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taining  quality.   Actual  productivity  depends 
upon  many  variables  such  as  the  development  of 
technology,  the  volume  of  capital, 
organization  and  management,  and  the  general 
quality  of  entrepreneurs  in  the  economy.   It 
also  depends  upon  the  education,  training, 
attitude,  efficiency  and  social  conditions  of 
the  work  force. 

(b)  Efficiency 

Economic  efficiency  occurs  when  the  most 
effective  decisions  concerning  the  allocation 
of  scarce  resources  is  made.   Maximum  benefits 
-  for  example  producing  cars  at  the  lowest 
possible  cost  relative  to  satisfying  the 
greatest  number  of  people  -  is  a  result  of 
high  efficiency. 

In  a  broad  sense,  efficiency  refers  to  the  way 
in  which  all  the  factors  of  production  are 
used  to  obtain  maximum  output  in  the  economy 
at  the  lowest  possible  cost. 

The  efficiency  criterion  is  difficult  to  apply 
since  the  production  capabilities  of  a  system 
are  constantly  changing.   Thus  an  economy  must 
constantly  adjust  its  economic  allocations  to 
achieve  efficient  operation. 

(c)  Waste 

Waste  is  the  product  of  inefficiency  in  the 
economic  system.   Economic  waste  involves  the 
inability  to  maximize  the  satisfaction  of 
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wants  with  the  optimum  use  of  resources.   It 
involves  the  misuse  of  resources  to  produce 
goods  or  services  that  satisfy  fewer  or  less 
intense  wants  than  could  have  been  satisfied 
by  different  means.   For  example,  when  farmers 
produce  too  many  eggs  for  the  market,  eggs  are 
either  dumped  -  a  complete  waste  -  or  are  they 
used  for  something  other  than  food. 

4.    Planning  and  Budgeting 

(a)  Central  Planning  means  deciding  how 
individuals,  groups  or  nations  use  the 
productive  resources  of  the  society.   The 
amount  of  central  planning  going  on  in  a 
society  indicates  the  extent  to  which  the 
political  process,  rather  than  the  market 
process  is  making  the  economic  decisions. 
There  is  no  country  in  the  world  today  in 
which  governmental  economic  planning  is  not 
important.   It  occurs  partly  in  market- 
directed  economies  and  in  the  command 
economies  of  communist  countries. 

In  fact,  central  planning  is  the  institution 
established  by  the  Communist  states  to  achieve 
their  long-term  goals  (five-year  plans)  of 
economic  growth  and  development. 

(b)  A  budget  is  a  descriptive  plan  of  one's 
expected  sources  of  income,  expenditures  and 
the  resulting  balance  -  either  profit  or  loss. 
Usually  budgets  are  made  on  a  yearly  basis,  a 
five-year  basis  -  more  suitable  for  long-range 
planning  -  or  for  shorter  periods  of  time,  for 
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example,  a  monthly  budget  in  the  family 
household. 

On  a  national  level ,  a  budget  is  the  annual 
statement  from  the  minister  of  finance  either 
provincial  or  federal,  setting  out  the 
government's  expected  revenues,  spending  and 
anticipated  surplus  or  deficit. 

The  budget  speech  usually  is  an  indicator  of 
government  action  on  the  economy,  planned 
changes  in  taxes,  tariffs  and  so  on. 

In  general ,  a  budget  is  used  for  central 
planning  -  projecting  allocation  of  scarce 
resources  such  as  money,  equipment,  labor. 

5.    Wealth  and  Wealth  Creation 

Everyone,  it  seems,  has  a  desire  to  be  "wealthy"  or 
at  least  to  accumulate  "wealth".   Wealth  however, 
has  different  meanings  for  different  people.   For 
some  it  may  mean  a  big  house  and  lots  of  money  in 
the  bank  while  for  others  it  may  be  a  good  marriage 
and  good  health.   For  economic  purposes  wealth  must 
be  measurable  and  marketable. 

Simply,  wealth  is  the  sum  total  of  an  individual's 
material  possesions  valued  at  market  prices.   The 
market  price  valuation  implies  that  these 
possessions  can  be  sold. 

(a)   Wealth 

Wealth,  or  the  market  value  of  one's 
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possessions  can  consist  of  both  tangible 
possessions  -  property,  antiques,  a  car, 
shares,  or  money  in  the  bank,  or  intangible 
possessions  -  skills  or  knowledge  that  can  be 
used  to  generate  income. 

(b)   Wealth  Creation 

Wealth  is  not  income;  rather  it  is  used  to 
generate  income.   The  more  wealth  one  has  the 
more  income  one  can  obtain.   You  can  earn 
income  by  renting  your  house  to  a  tenant  for 
a  profit  or  by  selling  your  carpentry  skills  - 
both  of  which  permit  you  to  accumulate  more 
future  wealth  through  increased  income. 

National  wealth  is  the  total  value  of  all 
individuals'  possessions  and  public  assets 
such  as  Crown  lands,  public  buildings  and  so 
on. 
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D.    NATIONAL  AND  INTERNATIONAL  ECONOMIES 
1 ,    Independence  and  Interdependance 

(a)  Independence  here  means  self-sufficiency,  or 
freedom  from  reliance  on  others.   Individuals 
or  groups  may  seek  this  independence  for 
various  reasons.   A  hermit  may  want  privacy 
and  quiet  for  contemplation.   A  religious 
group  may  wish  to  isolate  itself  from 
influences  of  which  it  disapproves.   A  nation 
may  wish  to  avoid  reliance  on  neighbors  it 
does  not  trust. 

Economic  independence  is  difficult  to  achieve, 
even  for  those  who  want  it.   Specialization 
and  exchange  yield  great  benefits  but  they 
lead  individuals  and  nations  to  depend  on  each 
other  in  trade. 

(b)  Interdependence  occurs  when  an  economy  is 
based  on  specialization  and  trade  and 
exchange,  as  are  most  national  economies.   The 
Canadian  economy  has  a  high  degree  of 
interdependence  among  individuals,  businesses 
and  regions.   This  results  in  a  circular  flow 
of  finished  goods  and  services,  productive 
services  and  money  payments. 

In  the  private  sector  households  provide  their 
labor,  savings  and  property  to  businesses 
which  use  them  to  produce  consumer  goods  and 
services;  these,  in  turn,  are  sold  to 
households.   This  circular  flow  of  resources 
and  finished  goods  and  services  is  paralleled 
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paralleled  by  a  reverse  flow  of  money. 
Producers  pay  wages,  interest  and  other  forms 
of  income  to  households  who  then  spend  this 
money  buying  goods  and  services  from 
producers. 

The  presence  of  the  government  sector  results 
in  additional  flows  of  productive  services 
from  households  and  businesses  to  governments 
and  of  goods  and  services  from  governments  to 
households  and  businesses.   The  counterflow  of 
money  is  similar  to  that  in  the  private 
sector. 

This  idea  of  interdependence  when  expanded  to 
the  international  system  helps  to  explain  the 
need  for  trade  and  commerce. 

2 .    Trade  Balances  and  Trade  Distortions 

(a)   Trade  balance  refers  to  the  balance  of 

payments  measured  by  the  difference  between  a 
country's  receipts  for  total  exports  and  its 
payments  for  total  imports.   When  exports 
exceed  imports  the  difference  is  described  as 
a  balance  of  trade  surplus,  or  "active" 
balance;  when  imports  exceed  exports  the 
difference  is  a  balance  of  trade  deficit,  or 
"passive"  balance. 

To  simplify  exports  and  imports  each  is 
divided  into  visible  and  invisible.   The 
visibles  are  goods  such  as  cars,  toys,  or 
food,  while  the  invisibles  are  services  such 
as  transportation,  interest  on  loans  and 
services  to  tourists; 
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(b)   Trade  distortion,  in  general  terms,  means  that 
goods  or  services  are  not  being  produced  by 
the  most  efficient  producer.   For  example,  if 
Alberta  chose  to  become  self-sufficient  in 
bananas  by  growing  them  in  heated  greenhouses, 
the  resulting  decline  in  imports  of  bananas 
would  be  a  trade  distortion.   There  are  many 
possible  causes  of  trade  distortion,  such  as 
tariffs,  import  quotas,  inappropriate  freight 
rates,  subsidies  to  inefficient  producers,  or 
misaligned  exchange  rates. 

3 .    Wealth  Distribution 

The  distribution  of  wealth  in  a  society  -  the  way 
in  which  the  ownership  of  wealth  is  distributed 
amongst  various  members  of  society  -  is  of  major 
concern  to  governments,  businesses  and  individuals. 

In  western  societies  there  appears  to  be  greater 
equality  in  distribution  of  income  than  in  distri- 
bution of  wealth. 

The  control  over  resources  and  factors  of  produc- 
tion in  market  economies  tends  to  be  in  the  hands 
of  those  individuals  with  greater  wealth,  while 
governments  in  command  economies  control  most 
productive  resources  through  strict  income  and 
wealth  distribution  planning. 

Capital  gain  taxes,  estate  taxes,  gift  taxes  and 
succession  duties  in  some  areas  are  meant  to 
prevent  huge  concentrations  of  wealth  and  power  in 
the  hands  of  a  few.   Some  such  taxes  have  been 
reduced  in  Canada  recently. 
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4.  Economic  Growth 

Economic  growth  is  the  increase  over  an  extended 
time  period  of  the  total  production  of  the  economy 
and  output  per  person.   If  a  growing  population  is 
to  be  able  to  consume  more  goods  and  services,  more 
will  have  to  be  produced.   Economic  growth  creates 
jobs  for  the  growing  labor  force,  encourages 
specialization,  and  rewards  the  development  of 
advanced  technology.   There  are,  as  a  result,  many 
claims  on  the  economy  for  more  consumer  and  capital 
goods. 

If  an  economy  does  not  grow  and  the  material 
expectations  of  the  population  rise,  then  one 
person  or  group  can  have  more  only  if  others 
receive  less.   Such  a  situation  creates  both 
inflationary  pressures  and  social  tensions. 

The  adverse  side-effects  (air  or  water  pollution, 
urban  sprawl  and  congestion  etc.)  force  an 
appraisal  of  the  quality  of  economic  growth.   Thus, 
if  air  and  water  pollution  are  negative  results,  we 
face  trade-offs  as  we  seek  to  expand  energy 
supplies  and  protect  the  environment. 

5.  Statistical  Analysis 

Statistical  Analysis  is  the  evaluation  of  collected 
observations  that  can  help  in  explaining  economic 
development  and  economic  performance.   These  may 
relate  to  the  production  of  goods  in  a  nation,  the 
speed  with  which  money  changes  hands  among 
different  people,  the  volume  of  a  nation's  imports 
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and  exports  and  the  rate  by  which  a  nation 
increases  its  wealth. 

Statistical  Analysis  techniques  may  include  ratios 
(the  relationship  of  one  numerical  value  to 
another),  tables,  graphs  and  charts,  and  index 
numbers  (e.g.   the  Consumer  Price  Index). 

6.    Economic  Problems 

Although  each  society  has  to  solve  the  problem  of 
scarcity,  there  are  a  number  of  other  problems 
which  must  be  confronted.   Among  these  are 
recession,  depression,  inflation  and  unemployment. 

(a)  Recession 

A  recession  occurs  when  an  economy  produces 
more  than  is  demanded.   As  a  result 
inventories  increase,  layoffs  occur,  and  less 
money  circulates.   This,  in  turn,  further 
restricts  the  amount  people  buy  because  they 
have  less  money  to  spend,  and  further  layoffs 
occur,  etc.   Thus,  a  slowdown  in  the  housing 
industry  soon  effects  the  entire  economy. 

(b)  Depression 

When  a  recession  is  severe,  it  is  called  a 
depression.   For  example,  the  downturn  in 
economic  activity  (recession)  in  1929  was  so 
great  that  it  became  known  as  the  Great 
Depression.   Characteristics  of  a  depression 
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include  high  unemployment,  falling  prices  and 
wages,  falling  production,  and  social  unrest; 

(c)   Inflation 

Inflation  may  be  defined  as  a  general  rise  in 
prices.   It  harms  those  whose  incomes  don't 
keep  up,  and  creates  social  tension  as  every 
group  tries  to  keep  up. 

Traditionally  inflation  was  thought  to  be 
caused  by  demand  in  excess  of  supply  which 
caused  prices  to  be  pulled  up.   This 
demand-pull  inflation  tended  to  be  greatest  in 
times  of  low  unemployment.   Consequently 
governments  devised  means  of  restricting  the 
money  flow  when  inflation  was  high  and 
unemployment  was  low  in  order  to  control 
inflation.   Inflation  and  unemployment  were 
thought  to  be  at  opposite  ends  of  a  continuum 
and  a  "good"  government  would  somehow  find  a 
happy  medium  between  the  two  extremes. 
However,  as  conditions  (high  inflation  and 
high  unemployment)  today  indicate,  there  have 
to  be  other  causes  of  inflation. 

Three  of  the  most  prominent  causes  are: 
cost-push,  sociological  factors,  and 
international  factors.   In  the  cost-push 
theory,  rising  prices  are  attributed  to  rising 
costs  of  production,  variously  blamed  on  trade 
union  wage  demands,  business  mismanagement  and 
high  markups,  or  government  tax  burdens. 
Hence  the  term  'cost-push'.   According  to  the 
sociological  theory,  people  have  become  more 
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selfish  and  grasping,  for  some  reason,  and 
these  new  attitudes  underlie  the  new 
cost-push.   The  third  view  attributes 
inflation  to  forces  beyond  our  control  on  the 
international  scene,  especially  the  driving  up 
of  the  price  of  oil  by  OPEC,  and  more 
generally  to  inflation  in  countries  other  than 
our  own. 

In  addition  to  cost-push,  demand-pull,  and 
possible  sociological  or  international 
problems,  there  is  also  the  problem  of 
inflationary  expectations.   Once  inflation  is 
entrenched,  people  expect  it  to  continue,  and 
in  acting  to  protect  themselves  against  its 
continuance  they  cause  it  to  continue.   This 
is  the  wage-price  spiral  that  makes  inflation, 
once  begun,  so  difficult  to  curb. 

(d)   Unemployment 

Unemployment  occurs  when  a  part  of  the  work 
force  is  not  used  in  some  productive  capacity. 
Thus,  an  economy  with  unemployment  is  not 
deploying  its  human  resources  to  their 
greatest  potential.   As  mentioned  above, 
unemployment  and  inflation  were  historically 
seen  as  two  ends  to  a  continuum  which  a 
society  has  to  somehow  balance.   In  other 
words  inflation  could  be  cured  by  increasing 
unemployment  and  vice  versa.   The  trick  was  to 
find  some  sort  of  happy  medium.   Although  many 
government  policies  are  based  on  this  idea, 
today's  conditions  indicate  that  it  can  no 
longer  be  accepted  as  completely  accurate. 
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Unemployment  has  many  causes.   Lack  of  skills 
or  education  on  the  part  of  workers  contribute 
greatly  to  it.   Industrial  stagnation, 
immobility  of  the  labor  force,  mechanization, 
and  social  conditions  are  also  causes. 
However,  the  largest  single  cause  of  mass 
unemployment  is  the  lack  of  demand  for  goods 
and  services  in  a  society. 

(e)   "Stagflation" 

The  word  "stagflation"  has  recently  been 
coined  to  describe  a  state  of  the  economy  in 
which  stagnation  coexists  with  high 
inflation. 

In  recent  years  the  industrial  West  has 
experienced  slow  growth,  high  inflation,  and 
high  unemployment,  in  spite  of  a  commitment  to 
full  employment  and  stable  prices.   There  is 
no  consensus  on  the  solution  to  this  problem. 
The  two  main  views  are  the  interventionist  - 
that  drastic  new  government  policies  are 
needed  in  the  area  of  price  controls;  and  the 
noninterventionist  -  that  the  private  sector 
of  the  economy  will  squeeze  out  these  problems 
over  a  few  years  if  monetary  and  fiscal 
policies  are  firm  and  steady. 

Comparative  Economic  Systems 

Although  all  societies  are  faced  with  the  problem 
of  scarcity,  the  manner  in  which  they  deal  with  it 
varies  considerably.   Economists  have  been  able  to 
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group  economies  into  four  general  categories: 
traditional,  market,  command,  and  mixed. 

Traditional  economies  answer  the  problem  of 
scarcity  and  the  basic  economic  questions  (what? 
how?  and  for  whom?)  by  relying  on  the  traditions  of 
their  forefathers.   The  Plains  Indians  did  this 
before  the  arrival  of  the  White  Man. 

Market  economies,  sometimes  called  private  enter- 
prise or  price  systems,  rely  on  the  market  to 
answer  the  basic  economic  questions.   In  this 
system,  individuals  are  left  to  fend  for  them- 
selves.  The  role  of  government  is  minimal  in  that 
it  is  seen  as  a  definer  of  contacts,  an  arbiter  in 
disputes,  and  a  maintainer  of  peace.   The  market 
system  received  its  initial  impetus  from  Adam 
Smith's  Of  the  Wealth  of  Nations.^   Although 
Canada  and  the  United  States  are  based  on  this  type 
of  economy,  they  do  not  have  completely  pure  market 
economies.   In  fact,  there  are  no  pure  market 
economies  in  the  world  today. 

Command  economies  require  a  central  planning 
authority  (CPA)  to  answer  the  basic  economic 
questions.   They  require  a  great  deal  of  planning 
and  a  large  bureaucracy  to  carry  out  the  detailed 
plans.   The  CPA  must  be  closely  associated  with  the 
political  sector  of  society  because  economic 
decisions  will  have  to  reflect  overall  political 
objectives.   There  is  little  room  for  individual 
enterprise  in  command  economies  as  humans  are 
considered  just  another  resource  which  can  be 
utilized  to  meet  an  overall  objective.   There  are 
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no  pure  command  economies  in  the  world  today. 
Instead  there  are  mixed  economies. 

Mixed  economies  combine  aspects  of  both  the  market 
and  the  command  economies.   For  example,  the 
government  may  decide  on  an  overall  economic  goal 
for  the  country  and  then  encourage  individuals  and 
corporations  to  attain  that  goal  through  taxation, 
incentives,  and/or  restrictions,  but  the  actual 
detailed  economic  activity  is  left  to  individuals 
and  corporations.   In  this  way  overall  planning  is 
combined  with  individual  talent  and  resourcefulness 
to  meet  the  needs  and  wants  of  the  society.   Mixed 
economies  can  be  placed  on  a  continuum  with  a  pure 
market  at  one  extreme  and  a  pure  command  at  the 
other.   All  countries  today  fit  somewhere  between 
the  two  extremes.   The  U.S.S.R.  would  be  closer  to 
the  command  while  Canada  and  the  United  States 
would  be  closer  to  the  market. 

8.    Social  Benefits  and  Costs  Externalities 

Externalities  are  side-effects  that  result  when  the 
production  or  the  consumption  of  a  good  or  service 
in  the  market  directly  affects  the  welfare  of 
others,  without  being  reflected  through  a  price 
mechanism.   Thus,  externalities  occur  in  both 
production  and  consumption,  and  have  both  positive 
and  negative  effects.   For  example,  smoking  in  the 
presence  of  nonsmokers  may  have  a  negative  effect. 
On  the  positive  side,  more  schooling  is  regarded  as 
beneficial  not  only  to  the  individual  but  to 
society  as  a  whole. 
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Positive  externalities,  those  having  social 
benefits,  can  be  stimulated  by  subsidizing  those 
activities  which  produce  them.   Negative 
externalities,  those  having  social  costs,  such  as 
the  pollution  of  air  or  of  water,  can  be  corrected 
directly  by  taxing  those  producing  the 
externalities,  giving  subsidies  to  help  eliminate 
the  externalities,  or  by  compensating  those  people 
directly  affected  by  them. 

Social  benefits  (or  costs)  are  private  benefits  (or 
costs)  plus  any  relevant  externalities.   That  is, 
the  social  benefit  of  something  is  the  benefit  to 
the  consumer,  plus  any  side  effects  on  others. 

Externalities  are  often  difficult  to  calculate. 
For  example,  how  does  one  determine  the  costs  of 
alcohol  abuse,  air  or  water  pollution,  child  abuse, 
wife  beating  and  the  side  effects  of  cigarette 
smoking  to  name  but  a  few  instances  where 
externalities  are  important? 
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E.    BASIC  FINANCIAL  LANGUAGE 

1 .  Borrowing,  Debt  and  Credit 

(a)  Borrowing :   to  get  something  from  another  with 
the  understanding  that  it  or  its  equivalent 
must  be  returned. 

(b)  Debt :   whatever  is  owed  (money,  goods  or 
services)  to  one  person  or  group  by  another. 

(c)  Credit :   a  promise  of  future  payment  given  in 
exchange  for  present  money,  goods  or  services. 

2.  Budget  Forecasting 

Financial  planning  for  a  business,  government  or 
individual  to  allocate  expected  income  and 
expenditures  over  a  period  of  time,  usually  one 
year. 

3.  Credit  and  Debit 

(a)  Credit :   as  above. 

(b)  Debit :   a  record  of  indebtedness;   decrease  in 
revenue  or  net  worth. 

4.  Expense  and  Cost 

(a)  Expense:   cost  incurred  to  obtain  a  benefit  or 
bring  about  a  result. 

(b)  Cost:   the  outlay  needed  to  obtain  something; 
price. 
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5 .  Equity  and  Debt 

Equity  is  the  net  value  of  a  property  when  all 
charges  against  it  have  been  subtracted. 

6 .  Financial  Statements 

The  annual  accounting  statement  of  business  includ- 
ing balance  sheet,  earnings  statement  and  that  of 
retained  earnings  and  surplus. 

7 .  Investment 

Investment :   the  expenditure  of  money,  time  or 
energy  for  some  future  profit,  benefit  or 
advantage. 

8.  Deficit  and  Loss 

(a)  Deficit :   an  excess  of  liabilities  over 
assets;   an  expenditure  flow  over  an  income 
flow. 

(b)  Loss:   the  outcome  of  a  deficit  condition;  of 
money  outflow  exceeding  money  inflow. 

9 .  Price,  Margin  and  Markup 

(a)   Price :   value  of  a  commodity  in  terms  of 

money;  in  buying  goods  and  some  services  it  is 
called  price,  in  hiring  labor  srvices  it  is 
called  wages,  salary,  fee,  etc.,  in  borrowing 
money  or  capital  it  is  called  interest,  in 
hiring  land  or  buildings  it  is  called  rent. 
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(b)   Margin :   the  difference  between  net  sales  and 
the  cost  of  merchandise  sold,  from  which 
expenses  are  usually  met  or  profit  is 
derived. 

(b)   Markup :   the  difference  between  the  total  cost 
of  producing  a  particular  product  and  its 
selling  price  to  consumers. 

10 .  Profit  and  Savings 

(a)  Profit :   the  amount  of  revenues  remaining  from 
the  sales  of  products  after  all  operating 
costs  are  paid;  the  incentive  payment  which 
goes  to  induce  the  businessman  or  factory 
owner  to  take  risks. 

(b)  Savings :   the  difference  between  income  and 
spending,  which  can  either  be  hoarded,  or 
invested  to  earn  interest  or  dividends. 

11 .  Return,  Interest  and  Dividend 

(a)  Return :   money  received  as  a  profit  from  an 
investment  or  exchange. 

(b)  Interest :   the  market  determined  price  paid 
for  the  use  of  property,  usually  for  the  loan 
of  money. 

(c)  Dividend :   the  payment  given  to  stockholders 
of  a  corporation  or  cooperative,  representing 
a  share  of  the  profits  of  that  corporation  or 
cooperative. 
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12.  Revenue,  Income  and  Cash  Flow 

(a)  Revenue :   income  that  comes  back  from  an 
investment;  revenue  is  usually  talked  about  in 
terms  of  government  financing  and  in  the  field 
of  taxes  and  other  income  sources  collected  by 
the  State. 

(b)  Income :   the  amount  of  gain  or  money  one 
receives  in  a  given  period  of  time  from  work, 
from  ownership  of  property,  or  for  transfer  of 
payments. 

(c)  Cash  Flow:   the  amount  of  income  or  revenue  in 
the  market  at  one  time. 

13.  Tax 

Any  legally  levied  compulsory  contribution  to 
government  revenue,  can  be  broadly  divided  into 
direct  (a  tax  imposed  immediately  on  the  person  or 
body  who  is  intended  to  pay  it)  and  indirect  (a  tax 
borne  ultimately  by  consumers  when  they  buy  goods 
and  services).   The  latter  is  often  called  a  hidden 
tax. 
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